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[No. 26]

SUBCOMMITTEE NO. 1 CONSIDERATION OF H.R. 7216, TO AMEND THE
CENTRAL INTELLIGENCE AGENCY ACT OF 1949, AS AMENDED,
AND FOR OTHER PURPOSES

Housre or REPRESENTATIVES,
Commirtoe oN ARMED SErVICES,
SupcomMrrrEE No, 1, -
Washington, D.C., Tuesday, July 23, 1963.

The subcommittee met at 10 a.m., Hon. T, Mendel Rivers, chairman
of the subcommittee, presiding.

Mr. Rivers. Let the commitfee come to order

Mr. McCone has another very important engagement, and he asked
that after his statement he be excused. And, of course, we want to
accommodate him. And he is late now. So I will ask the committee
to come to order, and let us begin the hearings on this very important
piece of legislation.

Members of the committee, we are meeting this morning to begin
hearings on H.R. 7216, a bill to amend the Central Intelligence Agency
Act of 1949, Mr, McCone and General Carter are hers to testify in
support of this bill.

Gentlemen, we are very pleased to have you here, Mr. McCone, with
the members of your staff, and I am sure that this will be an enlighten-
inﬁsession for all of us,

Now, this looks like a very complicated bill. Actually, almost all
of the provisions currently exist as ?aw applying to executive agencies.
The first part of the bill ‘contains technical amendments to bring the
CIA Act up to date on such things as travel and medical benefits. It
also contains a proposed new section authorizing the Agency to receive
gifts from individuals and business organizations.

However, by and large, the main purpose of this bill is to authorize
CIA to establish a special retirement system for a limited number of
their employees and we will go into that part first. The system is
identical, or almost identical, to the retirement system of the Foreign
Service and I am advised that it does not provide anything new.

I will not ask Mr. McCone to discuss all of this at this time, Mr.,
McCone will present a general statement on this bill and answer a, few
general questions. Then, because much of the specific discussion
will involve classified information, of course we will have to go into
executive session.

Mr. McCone, I would like to ask you and your people as they testify
on the retirement system to point out anything that is different from
the Foreign Service system. This committee has jurisdiction over
CIA but it is not expert in the Forei%n Service retirement system
which, as it stands today, is the result of some 40 years’ of experience.
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Since it is proposed to adopt this system, I want to be sure that any

changes are reviewed by the committee.

T would like to say that in my opinion

we should not adopt the sec-

tion in the retirement title which allows additional credit for duty

at unhealthful posts. This is section 253

for military personnel years ago and I

‘nstituted for a quasi-military organizat

In discussing the retirement provisioi
izive us full informaton on the crediting
In the natu
pected, particularly if the dual compen

OIA retirement purposes.

iaws are revised, to look to former or
prospective employees.

However, I could also emphasize that

We repealed this authority
don’t believe it should be re-
ion such as the CIA.,

s, T will ask the witnesses to
of prior military service for
re of things, CIA can be ex-
sation and dual employment
retired military personnel as

none of us here are as fami-

tiar with the Foreign Service retirement system as we are with the

military retirement system. Thus we w
I%'i‘ve the CIA any benefits or

lar, any parts of the bill that would
wdvantages that do not now exist for
In addition, we will expect a full ex

ill want to know, in particu-

oreign Service employees.
planation as to how the CIA

plans to utilize the forced attrition authority contained in section

934(c).

We also should receive a full expla

benefits or application of the proposal,
concerning future costs.
(H.R. 7216 is as follows:)

[H.R. 7218, 88th Cong.,

A BILL To amend the Central Intelligence Agency
purposes

Be it enacted by the Senate and House of R
of America in Congress assembled. That this
Intelligence Agency Act Amendments of 1963”.

.~ Skc. 2. The Central Intelligence Agency A
403(a) et seq.), is further amended as follows

(1) Amend section 3 by deletion of subseq

therefor :

the authorities contained in sections 2301 ; 23
2304(a) (1), (2), (8), (4), (), (6), (10),
2307 ; 2312 ; and 2383 of title 10, United States
“(b) In the exercise of the authorifies gr
tion, the term ‘Agency head’ shall mean the

(2) Amend section 3(d) by deletion of the

B(a) of the Armed Services Procurement A

nation as to any retroactive
and, finally, full information

1st sess.]

Act of 1949, as amended, and for other

epresentatives of the United States
Act may be cited as the “Central

t of 1949, as amended (50 U.8.C.

tions (a) and (b) and substitute

“(a) In the performance of its func:ions, the Agency is authorized to exercise

2 (2) and (3) ; 2308 (b) and (¢);
12), (15), and (17); 2305; 2306;
ode.

nted in subsection (&) of this sec-

irector and the Deputy Director.”
wording “section 2(c¢) and section
t of 1947” from the first sentence

and substitute therefor, “section 2304(a) and gection 2307 of title 10, Uni?ed
States Code.” Further amend section 3(d) }?y deletion of the wording “section

2(¢), by section 4 or by section 5(a) of the

1947”7 from the second sentence and substitute

section 2306 or by section 2307 of title 10, Uni
(3) Amend section 4 by adding the follo

(1) (I1), and (8), and further amend gsection| 4 by

such regulations as the Director may prescrij

officers and employees assigned to duty stations outside the
the United States of America, excluding Ala

Digtrict of Columbia, shall—" and substitut

as the Director may pres

rmed Services Procurement Act of

therefor, “sectionn 2304(a), by
ed States Code”.

ing new paragraphs (1) (G) and
deletion of the words “Under
with respect to its
several States of
ka and Hawaii, but including the
therefor, “Under such regulations

. the Agency,

cribe, the Agency, with respect to its officers and em-

ployees assigned abroad to duty stations outside the several States of the United

States of America, excluding Alaska and Haw

Columbia, may—".

aii, but including the District of
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“(1) (G) Pay the travel expenses of officers and employees of the Agency and
members of their families, while serving at posts specifically designated by the
Director for purposes of this paragraph, for rest and recuperation to other loca-
tions abroad having different environmental conditions than those at the post at
which such officers and employees are serving, provided that such travel expenses
shall be limited to the cost for each officer or employee and members of his family
of one round trip during any continuous two-year tour unbroken by home leave
and two round trips during any continuous three-year tour unbroken by home
leave;

“(1) (H) Pay the travel expenses of members of the family accompanying,
preceding, or following an officer or employee if, while he is en route to his post
of assignment, he is ordered temporarily for orientation and training or is given
other temporary duty.”

*(8) Provide appropriate orientation and language training to members of
family of officers and employecs of the Agency in anticipation of the assignment
abroad of such officers and employees, or while abroad,”

(4) Amend section 4(3) (A) toread as follows:

“(3) (A) Order to any of the several States of the United States of America
(including the District of Columbia, the Commonwealth of Puerto Rico, and any
territory or possession of the United States) on leave of absence authorized in
section 203 (f) of the Annual and Sick Leave Act of 1951, as amended, each officer
or employee of the Agency who was a resident of the United States (as de-
scribed above) at the time of employment, upon completion of three years’ con-
tinuous service abroad or as soon as possible thereafter and may so order after
completion of eighteen months such service without regard to the limitation
contained in section 203(f) of the Annual and Sick Leave Act of 1951, as
amended.”

(5) Amend section 4(5) by striking out subsections (A) and (C) and insert-
ing in licu thereof the following new paragraphs (A) and (C) :

“(A) In the event an officer or employee of the Agency or one of his depend-
ents, requires medical care, for illness or injury not the result of vicious habits,
intemperance, or misconduct, while on assignment abroad in a locality where
there is no qualified person or facility to provide such care, pay the travel
expenses of such officer, employee, or dependent by whatever means deemed
appropriate by the Agency, including the furnishing of transportation, and
without regard to the Standardized Government Travel Regulations and section
10 of the Act of March 3, 1938, as amended (60 Stat. 808; 5 U.8.C. 78b), to the
nearest locality where suitable medical care can be obtained and on his recovery
pay for the travel expenses of his return to his post of duty. If any such person
is too ill to travel unattended, or in the case of a dependent too young to travel
alone, the Agency may also pay the round-trip travel expenses of an attendant
or attendants;”. .

“(C) (1) In the event of illness or injury requiring hospitalization or similar
treatment incurred by an officer or employee of the Agency who iz assigned
abroad, not the result of vicious habits, intemperance, or misconduct on his
part, pay for the cost of treatment of such illness or injury;

“(ii) In the event a dependent of an officer or employee of the Agency who
is assigned abroad, incurs an illness or injury while such dependent ig located
abroad, which requires hospitalization or similar treatment, and which is not
the result of vicious habits, intemperance, or misconduct on his part, pay for
that portion of the cost of treatment of each such illness or injury that exceeds
$35 up to a maximum, limitation of one hunderd and twenty days of treatment
for each such illness or injury, except that such maximum limitation shall not
apply whenever the Agency, on the basis of professional medical advice, shall
determine that such illness or injury clearly is caused by the fact that such
dependent is or has been located abroad ;”.

(6) In section 5, add the following new paragraphs (g) and (h) :

“(g) Upon the termination of the assignment of an employee appointed from
another Government agency without a break in service for duty with the
Agency for a specific period of time agreed upon by both agencies, such person
will be entitled to reemployment in such other Government agency in the position
ocoupied at the time of assignment, or in a position of comparable salary, or, at
the volition of the other Government agency, to a position of higher salary.
Upon reemployment, the employee shall receive the within-grade salary advance-
ments and other salary adjustments he would have been entitled to receive had
he remained in the position in which he was employed prior to assignment to
the Agency.
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“(h) Settle and pay, whenever the Direct
jurther the purposes of this Act, without rega
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r determines that payment will

rd to any other provisions of law

and under such regulations as the Director may prescribe, in an amount not

e«xceeding $10,000, any claim against the Unit
1o real or personal property (including loss of
ing to, or for personal injury or death of, any
of the United States, where such claim arises
" of any Agency employee or out of the act or
behalf of the Agency but only if such claim is p

ed States for loss of or damage
ccupancy or use thereof), belong-
person not a citizer or resident

abroad out of the act or omission
omission of any person acting on

regented in writing to the Agency

«ctivity involved within one year after it acerues.”

(7) Paragraph (4) of section 104(a) of th
126 U.8.C. 104(a) (4)) (relating to the exclusi
cation for injuries and sickness) is hereby amen

“(4) amounts received ag a pension, ann
sonal injuries or sickness resulting from 4
of any country or in the Coast aml Geod
Service, or as a disabilty annuity payable
831 of the IMoreign Service Act of 1046, as
1021), or as a disability annuity payable
telligence Agency Act of 1949, as amended

(8) Renumber section 7 to read section 8. R
&, APPROPRIATIONS. Renumber section 9 to rea
VISIONS. Renumber section 10 to read section
tion 7 as follows ;

“7. (a) For the benefit of or for use in conn
benefit or welfare of employees of the Agency
is authorized, notwithstanding any other provisi

“{1) to receive gifts to the Agency and i
hold, administer, and expend or dispose of §
from individuals or others;

“(2) to disburse gifts, bequests of mo
proceeds from sales of other property recg
the terms and conditions of the acceptance

¢ Internal Revenue Code of 1954
on. from grosy income of compen-
fled to read as follows:

1ity, or similar allowance for per-
ctive scrvice ip the armed forces
etic Survey or the Public Health
- under the provisions of section
mended (22 U.S.C. 1081 ; 60 Stat.
under title IT of the Central In-
(50 U.B.C. 403 (a) et seq.).”
enumber section 8 to read section
i seetion 10, SEPARABILITY OF PRO-
11, SHORT TITLE. Add a new sec-

pction with the Agency or for the
or their dependents, the Director
ons of law—

5 his discretion to accept, receive,
juch gifts and bequests of property

ney, interest, profits, income, or
sived as gifts in accordance with
of any particular giff or bequest;

“(8) to invest, reinvest or retain investments of the money, property or

securities and the interest, profits, or pro

property or securities;
Provided, however, 'That the Director is not
gifts or bequests of money, property, or securitil
business or to exercise any voting privilage whi
in his hands received as a gift to the Agency,
investments other than securities of the Unite
&nteed as to principal and interest by the Unite
£ny investments directly authorized by the ini
&ny investments accepted by him; Provided
money, or proceeds from other property are n
tivities by the Agency, as authorized in 50 U
sugmentation or in lieu of appropriations by
rrovided further, That the funds represented b

eeds accruing from such money,

authorized, as a consequence of
es to the Agency, to engage in any
ch may be incidental to securities
nor shall the Director make any
( States or other secuarities guar-
i States, except that he may make
strument of gift, and may retain
further, That gifts, bequests of
ot utilized for the conduct of ac-
.8.C. 403(d) et seq. through the -
he United States Congress; And
y the gifts, bequests of money, or

rroceeds from other property are not commingled with funds appropriated by

the United States Congress.

“(b) For the purpose of I'ederal income, es
cuests accepted by the Director shall be deeme
the use of the United States.”

Sec. 3. Insert the heading “TITLE I—DER
TTHORITIES” before the section title, “DEFINIT
Intelligence Agency Act of 1949, as.amended.

Sec. 4. The Central Intelligence Ageacy Ac
smended by the addition of title IT as follows :

“TITLE II—-THE CENTRAL INTELLIGINC
DISABILITY SYS

“PART A—ESTABLIBHMENT
“RULES AND REGULA!

“SEc. 201. (a) The Director may prescrib
establishment and maintenance of a Central
nd disability system, referred to hereafier as th

ate, and gift taxes, gifts and be-
1 to be a gift or bequest to or for

INITIONS AND GENERAL AU-
1oNs”, of section 1 of the Central

of 1949, as amended, iy further

i AGENCY RETIREMENT AND
TEM

I OF SYSTEM
TIONS

¢ rules and regulations for the
Intelligence Agency retirement
e gystem.

RDP78-03721A000100050005-9



Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9
5787

“(b) The Director shall administer the system in accordance with such rules
and regulations and with the principles established by thig Aect.

“ESTABLISHMENT AND MAINTENANCE OF FUND

“SEeo. 202, There is hereby created a fund to be known as the Central Intelli-
genee Agency retirement and disability fund which shall be maintained by the
Director. The Central Intelligence Agency retirement and disability fund is
referred to hereafter in this title as the fund.

“PARTICIPANTS

“8eo0. 203. The Director may designate from time to time such Agency officers
and employees, hereafter referred to as participants, who shall be entitled to
tbe benefits of the system.

“ANNUITANTS

“Sec. 204. (a) Anpnuitants shall be persons who are receiving annuities from
the fund and all persons, including surviving wives and husbands, widows,
dependent widowers, children, and beneficiaries of participants or annuitants
who shall become entitled to receive annuities in accordance with the provisions
of this Act.

“{b) When used in this title the term—

“(1) ‘Widow’ means the surviving wife of a participant who was married to
such participant for at least two years immediately preceding his death or is
the mother of issue by such marriage.

“(2) ‘Dependent widower’ means the surviving husband of a participant who
was married to such participant for at least two years immediately preceding
her death or is the father of issue by such marriage, and who is incapable of
gelf-support by reason of mental or physical disability, and who received more
than one-half of his support from such participant.

“(8) ‘Child’ means an unmarried child, under the age of eighteen years, or
such unmarried child regardless of age who, because of physical or mental dis-
ability incurred before age eighteen, is incapable of self-support. In addition
to the offspring of the participant and his or her spouse, the term includes (a)
an adopted child, and (b) a stepchild or recognized natural child who received
more than one-half of his support from the participant.

“PAarT B—CoMPULSORY CONTRIBUTIONS

“Sro. 211, (a) Six and one-half per centum of the basic salary received by
each participant shall be contributed to the fund for the payment of annuities,
cash benefits, refunds, and allowances. An equal sum shall also be contributed
from the respective appropriation or fund which is used for payment of his
salary. The amounts deducted and withheld from basic salary together with
the amounts so contributed from the appropriation or fund, shall be deposited
by the Agency to the credit of the fund.

“{b) Hach participant shall be deemed to consent and agree to such deductions
from basic salary, and payment less such deductions shall be a full and complete
discharge and acquittance of all claims and demands whatsoever for all regular
services during the period covered by such payment, except the right to the
benefits to which he shall be entitled under this Act, notwithstanding any law,
rule, or regulation affecting the individual’s salary.

“PART C~—COMPUTATION OF ANNUITIES

“Seo. 221. (a) The annuity of a participant shall be equal to 2 per centum
of his average basic salary for the highest five consecutive years of service, for
which full contributions have been made to the fund, multiplied by the number
of years, not exceeding thirty-five, of service credit obtained in accordance with
the provisions of sections 251, 252, and 253. In determining the aggregate period
of service upon which the annuity is to be based, the fractional part of a month,
if any, shall not be counted.

“(b) At the time of retirement, any married participant may elect to receive
a reduced annuity and to provide for an annuity payable to his wife or her hus-
band, commencing on the date following such participant’s death and terminating
upon the death of such surviving wife or husband. The annuity payable to the
surviving wife or husband after such participant’s death shall be 50 per centum
of the amount of the particivant’s annuity computed as preseribed in paragraph
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1 a) of this section, up to the full amount of sue

base for the survivor benefits. The annuity of

tion shall be reduced by 2% per centum of any

us8 the base for the survivor benefit plus 1¢
£2,400 so specified.

“(c) (1) If an annuitant dies and is survive

c¢hild or children, in addition to the aunuity

husband, there shall be paid to or on bekalf of ¢
smallest of : (i) 40 per centum of the annuitan

mined under paragraph (a) of this section, di

'11) $600; or (iii) $1,800 divided by the numh

“#(2) If an annuitant dies and its not surviv
child or children, each surviving child shall

smallest of : (1) 50 per centum of the annuitan

1ined ‘under paragraph (a) of this section, di

‘1) $720; or (iil) $2,160 divided by the num

“(d) If a surviving wife or hushand dies

mninated, the annuities of any remaininz childz

8 though such wife, husband, or child had no

“(e) The annuity payable to a child undg
uection shall begin on the first day of the n

Jies and such annuity or any right thereto
‘narriage, or attainment of the age of eightee
-neapable of self-support by reasons of mental
1shall be terminated only when such child die
disability.

“(£) At the time of retirement an urmarrie
1 reduced annuity and to provide for n anny

~educed annuity payable after his or her de

:shall be designated in writing to the Directox.
d by 10 per centum of an annuity

zicipant making smch election shall be reduce
somputed as provided in paragraph (a) of th

an annuity so computed for each full five years
‘han the retiring participant, but such totg

ger centum. No such election of a reduced
shall he valid until the participant shall hav
axamination as prescribed by the Director. T¥
under the provisions of this paragraph shall
month after the participant dies. Upon the
21l payments shall cease and no further anj
this paragraph shall be due or payable.

“PART D—BENEFITS ACCRUING TO

“RETIREMENT FOR DISABILITY OR INCAPACI]
RECOVERY

“Srpo. 231. (a) Any participant who has fi
retirement under the system, excluding militaj
in accordance with provisions of section 251
totally disabled or incapacitated for -aseful
disease, illness, or injury not due to vicious
misconduct on his part, shall, upon his own
Director, be retired on an annuity computed
the disabled or incapacitated participant has
credit toward his retirement under the syst
annuity shall be computed on the assumption
service, but the additional service credit that
this provision shall in no case exceed the diff¢

h annuity specified by him as the
the participant making such elec-
amount up to $2,40C' he specifies
per centum of any amount over

1 by a wife or husband and by a
payable to the surviving wife or
ach child an annuity equal to the
t's average basic salary, as deter-
vided by the number of children;
ler of children.

ed by a wife or husband but by a
e paid an annuity equal to the
t’s average basic salary, as deter-
vided by the number of children;
ber of children.

or the annuity of a child is ter-
ren shall be recompuied and paid
survived the participant.

r paragraph (c¢) or (d) of this
ext month after the participant
shall be terminated upon death,
n years, except that, if a child is
r physical disability, the annuity
Y, marries, or recovers from such

A participant may elect to receive
ity equal to 50 per centum of the
ath to a beneficiary whose name
The annuity payable to a par-

is section and by 5 per centum of
¥ the person designated is younger
1 reduction shall not exceed 40
annuity payable to a beneficiary
e satisfactorily passed a physical
e gnnuity payable to a beneficiary
begin on the first day of the next
leath of the surviving beneficlary
huity payments authorized under

CERTAIN PARTICIPANTS

Y—PIIYSICAL EXAMINATION-—

ve years of service credit toward
ry or naval service that is credited
or 2562(a) (2), and who becomes
and efficient service by reason of
habits, intemperance, or willful
application. or upon order of the
as prescribed in section 221. If
less than twenty years of service
bm at the time he is retired, his
that he has had twenty years of

ay accrue to a participant under
srence between his age at the time

of retirement and the mandatory retirement lage applicable to his grade in the

Agency.

“(b) In each case, the participant shall be
one or more duly qualified physicians or surg
conduct examinations, and disability shall be
basis of the advice of such physicians or surg
manent, like examinations shall be mads annug
the statutory mandatory retirement age for

eons.

given a physical examination by

cons designated by the Director to

determined by the Director on the
Unlesg the disability is per-
lly until the annuitart has reached
his grade in the Agency. If the
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Director determines, on the basis of the adviee of one or more duly qualified
physicians or surgeons conducting such examinations that an annuitant has re-
covered to the extent that he can return to duty, the annuitant may apply for
reinstatement or reappointment in the Agency within one year from the date his
recovery is determined. Upon application the Director may reinstate any such
recovered disability annuitant in the grade in which he was serving at time of
retirement, or the Director may, taking into consideration the age, qualifications,
@nd experience of such annuitant, and the present grade of his contemporaries in
the Agency, appoint him: to a grade higher than the one in which he was serving
prior to retirement. Payment of the annuity shall continue until a date six
months after the date of the examination showing recovery or until the date of
reinstatement or reappointment in the Agency, whichever is carlier. Feeg for
examinations under this provision, together with reasonable traveling and other
expenses incurred in order to submit to examination, shall be paid out of the
fund. If the annuitant fails to submit to examination as required under this
section, payment of the annuity shall be suspended until continuance of the dis-
ability is satisfactorily established.

“(e) If a recovered disability annuitant whose annuity is discontinued is
for any reason not reinstated or reappointed in the Agency, he shall be considered
to have been separated within the meaning of section 234 as of the date he was
retired for disability and he shall, after the discontinuance of the disability an-
nuity, be entitled to the beneflts of that section or of section 241 (a) except that
he may elect voluntary retirement in accordance with the provisions of section
233 if he can qualify under its provisions. :

“(d) No participant shall be entitled to receive an annuity under this Act and
compensation for injury or disability to himself under the Federal Employees’
Compensation Act of S8eptember 7, 1916, as amended, covering the same period of
time. This provision shall mot bar the right of any claimant to the greater bene-
fit conferred by either Act for any part of the same period of time. Neither this
provision nor any provision of the said Act of September 7, 1916, as amended,
shall be so construed as to deny the right of any person to receive an annuity
under this Act by reason of his own services and to receive concurrently any
payment under such Act of September 7, 1916, as amended, by reason of the
death of any other person.

“(e) Notwithstanding any provision of law to the contrary, the right of any
person entitled to an annuity under this Act shall not be affected because such
person has received an award of compensation in a Iump sum under section 14
of the Federal Employees’ Compensation Act of September 7, 1916, as amended,
except that where such annuity is payable on account of the same disability for
which compensation under such section has been paid, so much of such compensa-
tion as has been paid for amy period extended beyond the date such annuity
becomes effective, as determined by the Secretary of Labor, shall be refunded to
the Department of Labor, to be paid into the Federal employees’ compensation
fund. Before such person shall receive such annuity he shall (1) refund to
the Department of Labor the amount representing such computed payments for
such extended period, or (2) authorize the deduction of such amount from the
annuity payable to him under this Act, which amount shall be transmitted to
such Department for reimbursement to such fund. Deductions from such annuity
may be made from accrued and accruing payments, or may be prorated against
and paid from accruing payments in such manner as the Secretary of Labor shall
determine, whenever he finds that the financlial circumstances of the annuitant
are such as to warrant such deferred refunding.

“DEATH IN SERVICE

“Sec. 232, (a) In case a participant dies and no claim for annuity is payable
under the provisions of this Act, his contributions to the fund, with interest at
the rates prescribed in sections 241(a) and 281(a), shall be paid in the order of
precedence shown in section 241(b).

“(b) If a participant, who has at least five years of service credit toward
retirement under the system, excluding military or naval service that is credited
in accordance with the provisions of section 251 or 252(a) (2), dies before sep-
aration or retirement from the Agency and is survived by a widow or a dependent
widower, as defined in section 204, such widow or dependent widower shall be
entitled to an annuity equal to 50 per centum of the annuity computed in accord-
ance with the provisions of pargraph (e) of this section and of section 221(a).
The annuity of such widow or dependent widower shall commence on the date
following death of the participant and shall terminate upon death of the widow
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o dependent widower, or upon the dependent
salf-support.

“_(c) If a participant who has at least five years of service credit toward
rotirement under the system excluding military or naval service thar is credited
in accordance with the provisions of section 251 or 252(a) (2), dies before sep-
aration or retirement from the Agency and is survived by a wife o a husband
aad a child or children, each surviving child shall be entitled to an annuity com-
puted in accordance with the provisions of section 221(e)(1). The child’s
annulty shall begin and be terminated in ac¢ordance with the provisions of
siaction 221 (c¢). Upon the death of the sarviving wife or husband or termination
of the annuity of a child, the annuities of any remaining children sh&ll be recom-
puted and paid as though such wife or husband or child had not survived the
participant.

“(d) If a participant who has at least. five
ratirement under the system, excluding militar)

widower’s becoming capable of

years of service credit toward
v or naval service that is credited

i:1 accordance with the provisions of section 25

ration or retirement fund from the Agency a

busband, but by a child or children, each survi

annuity computed in accordance with the prov
child’s annuity shall begin and terminate in a
saction 221 (e).

never been entitled to the benefit.
“(e) If, at the time of his or her death, the
years of service credit toward retirement und

able in accordance with paragraph (b) of th

accordance with the provisions of section 221

tad twenty years of service, but the additionad

to a deceased participant under this provision

ence between his or her age on the date of dea

age applicable to his or her grade in fthe Ag

raragraphs (b), (e), (d), or (e) of this secti

¢ eceased participant was qualified for retirem

“VOLUNTARY RETIRE

“SEc. 233. Any participant in the system w

¢nd has rendered twenty years of service, incl

of section 253, may on his own application and

I e retired from the Agency and receive benefits
cf section 221.

Upon termination of the ann
any remaining children shall be recomputed ar

1 or 252(a) (2), dies before sepa-
nd is not survived by a wife or
ving child shall be entitled to an
isions of section 221(c) (2). The
ccordance with the provisions of
uity of a child, the annuities of
1d paid as though that child had

participant had less than twenty
pr the system, the arnuities pay-
is section shall be computed in
on the assumption he or she has
31 service credit that may accrue
khall in no case exceed the differ-
th and the mandatory retirement
sney. In all cases arising under
on, it shall be assumed that the
ent on the date of his death.

MENT

ho ig at least fifty vears of age
nding service within the meaning
with the consent of the Director
in accordance with the provisions

“DISCONTINUED SERVICE BiETmEMENT

“Sgc. 284. (a) Any participant who separa ies from the Agency after obtain-
ing at least five years of service credit toward retirement under the system,
¢xcluding military or naval service that is predited in accordance with the
provisions of section 251 or 252(a) (2). may, tipon separation from. the Agency
or at any time prior to becoming eligitle for 4n annuity, elect to have his con-
{ributions to the tund returned to hira in a¢cordance with the provisions of
section 241, or (except in cases where the Director determines that separation
was based in whole or in part on the ground of disloyalty to the United States)
{0 leave his contributions in the fund and rec¢ive an annuity, computed as pre-
«cribed in section 221, commencing at the age of, sixty years.

“(p) If a participant who has qualified in ficcordance with the provisions of
sections 241 and 281.

“(c) The Director may in his diseretion retire participants in grade GS-14

and above to promote the efficiency of the Ag
ment benefits in accordance with the provisions
“(d) The Director may in his discration r

ncy and they shall receive retire-
of section 221.
otire participants in grade GS-13

and below to promote the efficiency of the Agency and each such officer shall
receive—

“(1) one-twelfth of a year’s salary at
each year of service and proportionately
exceeding a total of one year’s salary at ]
able without interest, from the fund,.in tk
day of Janunary following the offcer’s n
versaries of this date immediately follo

his then current salary rate for
for a fraction of a year, but not
his then current salary rate, pay-
iree equal installments on the 1st
etirement and on the two anni-
wing: Provided, That in special
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cases, the Director may in his diseretion accelerate or combine the install-
ments; and
“(2) a refund of the contributions made to the fund, with interest as pro-
vided in scction 241(a), except that in lien of such refund such officer,
if he has at least five years of service credit toward retirement under the
system, excluding military or naval service that is credited in accordance
with the provisions of section 251 or 252(a), may elect to receive retirement
benefits on reaching the age of sixty in accordance with the provisions of
section 221. In the event that an officer who wag separated from grade
G8-13 or G8-12 and who has elected to receive retirement benefits dies
before reaching the age of sixty, his death shall be considered a death in
service within the meaning of section 232. In the event that an officer who
wasg separated from grade GS-11 or below and who has elected to receive
retirement benefits dies before reaching the age of sixty, the total amount
of his contributions made to the fund, with interest as provided in section
241(a), shall be paid in accordance with the provisions of seetion 241 (b).
“(e) Notwithstanding the provisions of section 8477 of the Revised Statutes,
as amended (81 U.8.C. 203) or the provisions of any other law, an Agency
officer who is retired in accordance with the provisions of section 234(d) shall
have the right to assign to any person or corporation the whole or any part
of the benefits receivable by him pursuant to paragraph (d) (1) of this section.

“MANDATORY RETIREMENT FOR AGE

“8E0. 235. (a) Any participant in the system is grade GS~18 or above, shall
upon reaching the age of sixty-five be retired from the Agency and receive re-
tirement benefits in accordance with the provisions of section 221, but when-
ever the Director shall determine it to be in the public interest, he may extend
such an officer’s service for a period not to exceed five years.

“(b) Auny participant in the system, other than in grade G8-18 or above, shall
upon reaching the age of sixty, be retired from the Agency and receive retire-
ment benefits in accordance with the provisions of section 221, but whenever
the Director shall determine it to be in the publie interest, he may extend such
an officer’s service for a period not to exceed five years.

“PART E—DISPOSITION OF CONTRIBUTIONS AND INTEREST IN IEXCESS OF BENEFITS
RECEIVED

“Src. 241. (a) Whenever a participant becomes separated from the Agency
without becoming eligible for an annulty or a deferred annuity in accordance
with the provisions of this Aect, the total amount of contributions from his salary
with interest thereon at 4 per centum per annum, compounded annually as of
December 31, and proportionately for the period served during the year of
separation including all contributions made during or for such period, except as
provided in section 281, shall be returned to him.

“(b) In the event that the total contributions of a retired participant, other
than voluntary contributions made in accordance with the provisions of section
281, with interest at 4 per centum per annum compounded annually as is pro-
vided in paragraph (a) of this section added thereto, exceed the total amount
returned to such participant or to an annuitant claiming through him, in the form
of annuities, accumulated at the same rate of interest up to the date the an-
nuity payments cease under the terms of the annuity, the excess of the accumu-
lated contributions over the accumulated annuity payments shall be paid in the
following order of precedence, upon the establishment of a valid claim therefor,
and such payment shall be a bar to recovery by any other person:

“(1) To the beneficiary or beneficiaries designated by the retired participant
in writing to the Director;

“(2) If there be no such beneficiary, to the surviving wife or husband of
such participant;

“(3) If none of the above, to the child or children of such participant and
descendants of deceased children by representation ;

‘“(4) If none of the above, to the parents of such participant or the survivor
of them;

“(5) If none of the above, the duly appointed executor or administrator of the
estate of such participant;

“(6) If none of the above, to other next of kin of such participant as may be
determined by the Director in his judgment to be legally entitled thereto.
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“(¢) No payment shall be made pursuant to

paragraph (b) (6) of this section

vntil after the expiration of thirty days from the death of the retired participant

or his surviving annuitant.

“PART F—PERIOD FOR S:ZRVICE

“COMPUTATION OF LENGTH

“Seo, 251. For the purposes of this title, the

snall be computed from the date he becomes a
of this Act, but all periods of separation from

FOR ANNUITIES

OF SERVICE

period of service of a. participant
participant under the provisions
the Agency and so rauch of any

loaves of absence without pay as may exceed six months in the aggregate in any

calendar year shall be excluded, except leaves o
under the Federal Employees’ Compensation
amended, and leaves of absence granted part
and honorably military or naval service in the

Corps, or Coast Guard of the United States.

f absence while receiving benefits
Act of September 7, 1916, as
lcipants while performing active
Army, Navy, Air Force, Marine

“PRIOR SERVICE CREDIT

“Sepc. 252. (a) A participant may, sulject to
ciude in his period of service—
“(1) civilian service in the execuiive, ju
the Federal Government and in the Distri
to becoming a participant; and

“(2) active and honorable military or n

Marine Corps, Air Force, or Coast Guard of
“(b) A person may obtain prior civilian
the provisions of paragraph (a) (1) of this
tribution to the fund equal to 5 per centum o
year of service for which credit is sought pri

the provisions of this section, in-

Hicial, and legislative branches of
t of Columbia government, prior

aval service in the Army, Navy,
the United States.
rvice credit in accordance with

s
%ction by making a special con-
£ bis basic annual salary for each

I to November 8, 1960, and at 614,

per centum thereafter with interest compounded annually at 4 per centum per

4

snnum to the date of payment. Any such person may, under such conditions
¢£s may be determined in each instance by thfe Director, pay such special con-

tributions in installments.
“(¢) (1) If an officer or employee under 80

system becomes a participant in the system by direct transfer,

i

e other Government retirement
such officer or

employec’s total contributions and depcsits, i lcluding interest accrued thereon,
except voluntary contributions, shall be transferred to the fund effective as of

the date such officer or employee becomes a
such officer or employee shall be deemed to con
¢nd such transfer shall be a complete discha

i

znd demands against the other Government,

i

articipant in the system. Each

gent to the transfer of such funds

ge and acquittance of all claims
retirement fund on account of

service rendered prior to becoming a participant in the system.
“(2) No officer or employee, whose contribufions are transferred to the fund

in accordance with the provisions of paragrg

e required to make contributions in addition
of service for which full contributions were ma,
ment fund, nor shall any refund be made to
secount of contributions made during any perid
1aent fund, at a higher rate than that fixed b
iributions to the fund.

*“(3) No officer or employee, whose contribu
in accordance with the provisions of paragra
receive credit for periods of service for which g
1nade, or for which no contributions we:e mad
went fund. A participant may, however, ob

)ph (c) (1) of this section, shall
to those transferred, for periods
le to the other Government retire-
any such officer or employee on
d to the other Government retire-
v section 211 of this Act for con-

tions are transferred to the fund
ph (¢) (1) of this section, shall
refund of contributions has been
t {0 the other Goverrment retire-
ain credit for such prior service

Ly making a special contribution to the fund in accordance with the provisions

of paragraph (b) of this section.

“(d) No participant may obtain prior eivilian service credit toward retire-

ment under the system for any period of civil

le is receiving or will in the future be entit
enother retirement system covering civilian I

“(e) A participant may obtain prior mil
accordance with the provisions of paragraph
j'or it to the Director prior to retirement or s¢
over, in the case of a participant who is elig
on account of military or naval service, the p

ian service on the basis of which
ed to receive any aunuity under
ersonnel of the Government.

tary or naval service credit in
a) (2) of this section by applying
paration from the Agency. How-
ible for and receives retired pay
criod of service upor. which such
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retired pay is based shall not be included, except that in the case of a par-
ticipant who is eligible for and receives retired pay on account of a service-
connected disability incurred in combat with an enemy of the United States or
caused by an instrumentality of war and incurred in line of duty during a
period of war (as that term is used in chapter 11 of title 38, United States
Code), or is awarded under chapter 67 of title 10 of the United States Code,
the period of such military or naval service shall be included. No contributions
to the fund shall be required in connection with military or naval service
credited to a participant in accordance with the provisions of paragraph (a) (2)
of this section.
“CREDIT FOR SERVICE AT UNHEALTHFUL POSTS

“Sec. 2563, The Director may from time to time establish a list of places which
by reason of climatic or other extreme conditions are to be classed as unhealth-
ful posts, and each year of duty at such posts inclusive of regular leaves of
absence, of participants hereafter retired, shall be counted as one year and a
half, and so on in like proportion in reckoning the length of service for the pur-
pose of retirement, fractional months being considered as full months in com-
puting such service, but no such extra credit for service at such unhealthful
posts shall be credited to any participant who shall have been paid a salary
differential for such service.

“CREDIT FOR SERVICE WIITLE ON MILITARY LEAVE

“Sec. 254, Contributions shall not be required covering periods of leave of
absence from the Agency granted a participant while performing active military
or naval service in the Army, Navy, Air Force, Marine Corps, or Coast Guard of
the United States.

“PART G—MONEYS

“ESTIMATE OF APPROPRTIATIONS NEEDED

“Src. 261. The Director shall prepare the estimates of the annual appropria-
tions required to be made to the fund, and shall cause to be made actuarial
valuations of the fund at intervals of five years, or oftener if deemed necessary
by him.

“INVESTMENT OF MONEYS IN THE FUND

“SEc. 262, The Director may, with the approval of the Secretary of the Treas-
ury, invest from time to time in interest-bearing securities of the United States
such portions of the fund as in his judgment may not be immediately required for
the payment of annuities, cash benefits, refunds, and allowances, and the income
derived from such investments shall constitute a part of such fund.

“ATTACHIMENT OF MONEYS

“Src. 263. None of the moneys mentioned in this title shall be assignable either
in law or equity, or be subject to execution, levy, attachment, garnishment, or
other legal process, except as provided in section 234 (e).

“PArRT H—ANNUITANTS RECALLED, REINSTATED, OR REAPPOINTED IN THE AGENCY,
OR REEMPLOYED IN THE GOVERNMENT

“RECATLL

“Sge. 271. (a) The Director may recall any annuitant to duty in the Ageney
whenever he shall determine such recall is in the public interest.

“(b) Any annuitant recalled to duty in the Agency or reinstated or reappointed
in accordance with the provisions of section 281 (b) shall, while so serving, be
entitled in lieu of his annuity to the full salary of the grade in which he is
serving. During such service, he shall make contributions to the fund in accord-
ance with the provisions of section 211. When he reverts to his retired status,
his annuity shall be determined anew in accordance with the provisions of section
221.

“REEMPLOYMENT COMPENSATION

“Sme. 272. (a) Notwithstanding any other provision of law, any officer or
employee of the Agency, who has retired under this Act, as amended, and is
receiving an annuity pursuant thereto, and who is reemployed in the Federal
Government service in any appointive position either on a part-time or full-time
basis, shall be entitled to receive the salary of the position in which he ig serving
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rlus so much of his annuity payable under this Act, as amended, which when
combined with such salary does not exceed during any calendar year the bhasic
galary such officer or employee was entitled tojreceive on the date of his retire-
nient from the Agency. Any such reemployedjofficer or employee who receives
galary during any calendar year in excess of |the maximum amouat which he
may be entitled to receive under this paragraph shall be entitled to such salary
i1 lieu of benefits hereunder.

“(b) When any such retired officer or employee of the Agency is reemployed,
tae employer shall send a notice to the Agency of such reemployment together
v-ith all pertinent information relating theretp, and shall pay directly to such
.gfficer or employee the salary of the position in which he is serving.

“(¢) In the event of any overpayment under this section, such overpayment
ghall be recovered by withholding the amount involved from the salary
payable to such reemployed officer or employeg, or from any other moneys, in-
cluding his annuity, payable in accordance with the provisions of this title.

“REEMPIOYMENT

“Qpe. 273. Notwithstanding the provisions of title 5, United Stateg Code, sec-
tion 62, and title 5, United States Code, sectign 715a, an Agency officer or em-
rloyee retired under the provisions of this Act ghall not, by reason of his retired
status, be barred from employment in Federal Government service in any ap-
rointive position for which he is qualified. An annuitant so reemployed shall
serve at the will of the appointing officer.

“PART I-——VOLUNTARY CONTRIBUTIONS

“Sge. 281. (a) Any participant may, at his gption and under suck regulations
9 may be prescribed by the Director, deposit additional sums in multiples of
1 per centum of his basic salary, but aot in pxcess of 10 per centum of such
galary, which amounts together with interest at 3 per centum per annum, COm-
pounded annually as of December 31, and proJ ortionately for the period served
¢uring the year of his retirement, including all contributions made cluring or for
such period, shall, at the date of his retirement and at his election, be—

“(1) returned to him in lump sum; or

“(2) used to purchase an additional life nnuity ; or

“(8) used to purchase an additional lifeé annuity for himself and to pro-
vide for a cash payment on his death to g beneficiary whose name shall be
notified in writing to the Director by the panticipant; or

“(4) used to purchase an additional life annuity for himself and a life
annuity commencing on his death payable fo a beneficiary whose name shall
be notified in writing to the Director by the participant with & guaranteed
return to the beneficiary or his legal representative of an amount equal to
the cash payment referred to in subparagraph (3) above.

“(b) The benefits provided by subparagraphs (2), (8), or (4) cf paragraph
‘a) of this section shall be actuarially equivalent in value to the payment pro-
-rided for by subparagraph (a) (1) of this section and shall be calculated upon
ssuch tables of mortality as may be from time to time prescribed for this purpose
by the Director.

“(¢) In case a participant shall become se arated from the Agency for any
eason except retirement on an annuity, the amount of any additional deposits
‘xith interest at 3 per centum per annum, compounded as is provided in paragraph
(a) of this section, made by him under the provisions of said paragraph (a) shall
Je refunded in the manner provided in section 241 for the return of contributions
and interest in the case of death or separationifrom the Agency.

“(d) Any benefits payable to an officer or tp his beneficiary in respect to the
additional deposits provided under this section shall be in addition to the benefits
stherwise provided under this title.”

Mr. Rrvers. Now, Mr. McCone, the cqmmittee will be very pleased
-0 hear your statement.

Mr. McCoxg. Thank you, Mr. Chairman.

Mr. Bates. Do we have copies?

Mr. Rivers. Do we have copies of your statement ?

Mr. McCoNE. No, I have no copy of this statement. It is very brief.

Mr. Rrvers. Go right ahead.
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This ig not classified ? _ . )
Mr. McConz. It is unclassified. It is a very general statement, sir.
Mr. Rivers. Fine.

STATEMENT OF JOHN A. McCONE, DIRECTOR. OF CENTRAL
INTELLIGENCE

Mr. McCone. It gives me great pleasure to appear before you to
open the hearings on H.IR. 7216, to amend the Central Intelligence Act
of 1949 in the manner which will be discussed in detail by me and my
duputy, General Carter

Mr. Rivers. Could you speak just a little louder, please ?

Mr. McConE (continuing). And other representatives of the Cen-
tral Intelligence Agency this morning.

It is my pleasure to introduce them.

On my right is Lt. Gen. Marshall S. Carter, who is the Deputy
Director of Central Intelligence.

Mr. Richard Helms, Deputy Director for Plans.

And Mr. Lawrence R. Houston, who is the General Counsel of the
Central Intelligence Agency.

I have now been associated with the Central Intelligence Agency for
almost 2 years and I have been Director since the 29th of November
1961.

During the period of my service with Secretary Forrestal in 1947
and 1948, and as Under Secretary of the Air Force in 1950 and 1951,
and more recently as Chairman of the Atomic Energy Commission
in 1958 to 1961, I naturally had a very considerable contact with CIA.
Hence, through direct participation in recent years, and through a less
intimate but still important contact over a long period of time, I have
been able to personally evaluate the quality, integrity, and the dedica-
tion of the employees of the Agency.

It is my belief that the caliber of the personnel of the Agency is un-
equalled 1n any other agency of Government and, for that matter, any
private industry with which I have been associated. I can say very
frankly that I have never been surrounded by a group of men of
greater intellectual quality or more sincere dedication of purpose than
the men associated with me in the Central Intelligence Agency.

For the most part, the senior men and women in the Agency possess
a most unusual academic background, and, in addition, extending over
a high degree of professionalism gained through uninterrupted service
extending over a great many years with the CIA and its predecessor
organizations,

With world conditions as they are, and in view of the serious re-
sponsibilities assigned to the Central Intelligence Agency by law or by
Presidential directives, I believe it essential that the superb qualty of
men and women of CIA be maintained and indeed be improved, and,
moreover, that the dedication of these employees be recognized by the
provision of adequate benefits.

I believe the enactment of this legislation will be a positive step in
this direction. The legislation will significantly improve the career
structure of the Agency and will permit greater efficiency in personnel
management of the Agency. '

As this committee knows, this legislation is designed to establish
a Central Intelligence Agency retirement system which will be similar
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to the retirement system of the I7oreig:
“to personnel of other departments of f
tensively abroad. This retirement syst
that of the Civil Service, which is desig
of domestic employment.

Other provisions of the bill are ma

merely bring the Central Intelligence—--
er if the gentleman will talk a little louder,

Mr. Gavin. I wond
please.
Mr. McCoxNEe. Yes.

n Service, which extends also
dovernment who operate ex-
em differs importantly from
ned to meet the requirements

inly technical in nature and

Other provisions of the bill are majinly technical in nature and

merely bring the Central Intelligence
with authorities already existing in the
other legislation. Some of these arran
none is new in Government, and there 3
will be shown in today’s presentation.

The task of the Central Intelligence
difficult one. We are charged by lav
furnishing to the President and his po
cerning the intentions of other countr

- Communist bloc. TUpon these evaluati
decisions which affect the security and tk
and, for that matter the free world.

We in the Government can afford
personnel who shoulder this responsibil
Intelligence Agency retirement system
deal in maintaining the quality of thaj
encouraging its continual improvement.

I therefore heartily endorse this leg
and favorable consideration by the Cong

Asthis committee knows, Lt. Gen. Mas
of Central Intelligence, serves as the Ge
Intelligence Agency. This is a necess
President’s principal intelligence office
problems of the intelligence community 4

General Carter, therefore, is the man
of the details of this legislation and
matter to you and to answer your questiot

However, this is a subject which has
in the State Department when I was
member of Secretary Dulles’ personnel
the Defense Department as well.

In introducing General Carter and
presentation, I wish to assure you of 1
and my desire to answer any questions

General Carter.

Mr. Rivers. Are there any questions
has a very important engagement.

Mr. Benyurr. Was an approximatio

Mr. Rivers. General Carter is going
thing.

Mr. McCoxe. That is correct.

General Carrer. Yes, sir; I will te

Agency Act of 1949 in line
Foreign Service Act, and in
pements are new to CIA, but
re precedents for each one as

Agency is a most serious and
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licy advisers evaluations con-
les, most particularly of the
ms hinge a great many basic
1e future of the United States,

1othing less than the best in
ity, and the proposed Central
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s a, whole.
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best equipped to present the
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been close to me in CIA and
studying this problem as a
policy committee, and also in

asking that he continue this
ny support of this legislation
you may care to direct to me.
to the Director? Because he
n made on the cost of this?

to testify to the ccst of every-
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Mr. Rivers. Since General Carter will be the principal repre-
sentative of Mr. McCone, unless the committee has any special ques-
tions of the Director, we could excuse him and just hear from General
Carter, who will be here—you will be here all the time?

General Carter. Yes, sir,

Mr. Rivers. Arethere any questions of the Director ?

(No response.)

Mr. Rivers, Mr, MeCone, we thank you for coming up and for
your testimony., We will excuse you now, because I know of your
important meeting. We will hear from General Carter, and, if we
need you, we will send for you.

Mr. McCoxz. Thank you very much, Mr. Chairman.

Mr. Rivers. Thank you very much,

General Carter, we will hear from you now.

You may proceed, sir.

General Carrpr. As you have been told by Mr., McCone—

Mr. Rivers. Now, do we have a copy of your statement ?

General Carter. Yes, sir; I shall follow closely our statement of
justification and explanation, which has been distributed to you.

Mr. Rrvers. Let us find your statement first.

General Carrer. And I shall try to answer questions as they are
asked.

Mr. Rivers. What page is this now?

Mr. Branororp. It is the first page,

Mr. Wirson. Part A, first section; is that right?

General CarTer. I am now starting on part A.

Mcr. Braxprorp. Purpose.

(General Carter. Purpose of the proposed bill.

Mr. Branororp. Yes, sir; section 1, improved retirement system.

Mzr. Rivers. Good. You may proceed.

General Cartzr. The proposed bill permits the Agency to im- I
prove its retirement program by authorizing the establishment of a
retirement system corresponding to that of the Foreign Service. ’

We need to attract and retain a force of highly motivated career-"

ists who are intensively trained in unique skills. However, we are
unable to provide full-term careers for muny in§ividual officers.
" In order to minimizé the adverse effect of necessary programs of
managed attrition and to preserve our ability to recruit and retain
the high-caliber personnel we need, we must make reasonable pro-
vision for the futures of those individuals whom we mmust separate
before_they have completed a full-term career of 30 years or more.
“Therefore, we @rc dding to the Central Intelligence Agency Act
of 1949, as amended, a new title IT, which will establish for a lim-
ited number of our employees a retirement and disability system
corresponding to that established for persons serving in the Foreign
Service of éhe Department of State.

Section 4 of the original act was drafted to extend to Agency
employees serving overseas travel expenses and oversea allowances
similar to those extended to Foreign Service personnel.

Section 2 of the new act will make appropriate modification to
bring this up to date.

Also included are certain other amendments which have been de-
termined to be necessary, and which we will discuss in detail later.

Mr. Harpy. Excuse me.
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Mr. Chairman, are we going to comeback—should we mark the
point we want to raise questions on?
Mr. Rivers. I wish that you -would,
long. If the committee doesn’t mind, I
to complete his statement. And if yol
¢ome back. Because I think a lct of {
taings I believe will become clearer.
Mr. Harpy. I want to just get an ung
Mr. Chairman.
Mr. Rivers. Let’s do that.
General, you complete your statement, and we will come back to
JOUL.
' General CARTER. Yes, sir.
As pointed out by Mr. McCone, all regular em loyees of the
Central Intelligence’ Agency are at present covered by the pro-
visions of the (%ivil Service Retirement| Act. This coverage is ap-
propriate for those whose conditions,; obligations, and_ferms of
£ éral employees generally.”

SETViC omparable to those of Fed
“Towever, we have a serious problem in our need to mdke more -

because this statement is
would like for the general
h would mark it we could
hese things—a lot of these

lerstanding as to procedure,

adequate provision for certain of our e
tired at an earlier age, and with & more
Le presently provided under the Civil Se

mployees who should be re-
equitable annuity than can
rvice Retirement Act. This

. 1] =t
provide or expect from maiiy

rieed stems from the fact that we cannot de or expect from m
brking career of 30 years or_

“Tadividuals Tn 6UT SeLvice 7 full-term Wi
1107e, - h e
““The nature of our mission requires p
vated, who have developed and can deve
¢ bilities through their continuing ‘raining and service in the Agency
over a long period of time. A substantial portion of our personnel
sccept, as do members of the military services, the obligation to serve
znywhere at any time for any period of time—mnot at their own will,
but at the direction of the Agency. And they must be available for

duty on a 24-hour-a-day basis, just as are the military.

Further, the gt/resses%ﬂ_litlyglg of uneven work periods, uncertain
hours, duty in unhealthful Tocatiois, and arduous assignments, re-
(uire people who have a high degree of yigor, adaptability, resilience,
‘ritality, and endurance.

There are other factors pertaining tq
-which over the years limit their ability
‘N oversea service.

Our experience has shown that many
families will in time incur physical diffic
-which limit or preclude their further a
:reme climates and inferior medical faq
‘make living abroad less healthful than

Americans, also because of the advar
health in this country, have failec to de
which most foreigners seem to develo
sountries. Consequently, Americans an
inhabitants to the diseases of a particula

Tinally, there is motivational exhaustjon. This term is used to de-
scribe o gradual Tessening of interest it ~nthusiasm of an officer
as a result of long and continued impingements on his personal and

family life.

eople who are highly moti-
lop unique skills, specialized

the individuals, themselves,
and their desire fo continue

Jficers and members of their

ulties, physical impediments,
iSTghment overseas. Lhe ex-
ilities in many foreign areas
in the United States.

ces of sanitation and public
velop the natural immunities
p, particularly in their own
o more susceptible than local
r area.
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These stem from the transient nature of his assignments, complica-
tions, and restrictions of security requirements, intrusions on his
family life.

The dynamic nature of intelligence work produces sudden and
sometiiiss Tadical shifts in the types of personnel required and in

_their deployment. o
Civil %roub]éﬁ‘()fte'n bring about a retrenchment of activity on the

part of other U.S. Government agencies, but a reorientation and
reintensification of the Agency effort. '

Completion of a mission of a temporary nature or a shift in
emphasis or direction of operations may result in_an_excess of
officers who are gkilled in a relatively harrow field. Their primary
qualifications thus become obsolete or unneeded, and they become
occupationally surplus.

The unifying bonds among all Agency personnel abroad are:
First, an intensive preoccupation with securing access to informa-
tion which has a bearing on U.S. intelligence requirements.

Second, the advancement of U.S. interests and objectives and com-
bined with this is the fact that all undergo stresses and tensions, both
psychological and physical, which permeate their activity at all
times. ;

We find it increasingly necessary in our operations to impose
manpower controls to insure the appropriate alinement as to age,
qualifications, and other characteristics of our employees engaged
in conducting or supporting foreign intelligence operations.

Insofar as possible, imbalances should be and are corrected by
the reassignment of officers who cannot or should not continue such
work in the field. ITowever, even encouraged and induced attrition
will continue to be necessary, and a program of managed afttrition
is feasible only if it is linked to a system of retirement benefits pro-
viding fair annuities to those who have earned early retirement.

Our proposed bill would provide these individuals with a more
equitable annuity beginning immediately upon their separation.
This would place them in a better position to accept less demanding
and probably lower paid employment. It is often difficult for an
Agency employee to obtain other employment. The special skills
required for intelligence work developed over the years by training
and experience within the Agency are not always directly applicable
to other fields.

This situation is aggravated by security considerations, which do
not allow an Agency employee to adequately describe to a prospec-
tive employer the substance of his Agency duties and responsibilities.
There is at times a reluctance on the part of other employers, both in
Government and in industry, to hire a former intelligence officer.
This attitude reflects their concern particularly in private business,
that the attitude of foreign officials toward their enterprises might
be adversely affected if they were known to be hiring former intelli-
gence officers.

During the past year we have separated 125 individuals from the
Agency as surplus to our needs because of some or all of the various
factors described above. These people have given years of competent
and faithful service to the Agency, as well as to the Government,.
The process of terminating their employment was made the more
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painful because of the relatively inaflequate assistance which the
Agency could offer in making occupational transfers or in retiring
them prematurely.

In order to minimize the adverse effect of such programs on the
Agency’s ability to recruit and retain; the caliber of personnel we
need, and particularly to minimize these effects on the dedicated per-
sonnel already in the service of the Agency, we must make better

rovision for the futures of those indiyiduals who are separated be-

ore completing a full term career of 80|years or more.

An important means for doing so is to establish this retirement
system, permitting earlier retirement ith a more nearly adequate
and equitable annuity than is possible under the civil service retire-
ment system.

Recognizing the difliculties in devel¢ping an entirely new retire-
ment system, the Agency examired exjsting systems. We have de-
termined that the Foreign Service system fulfills Agercy require-
ments, and is appropriate for thcse Agency employees whose careers
involve conditions of service comparable to those of Foreign Service
personnel.

In this connection,a limited numbel of employees of the Agency
are exposed to precisely the same conditions of service as the Foreign
Service. Further, by adopting a system corresponding to that of the
Foreign Service the Agency can take advantage of the very consider-
able study and experience which have gone into its development.

In appendix II of this paper we compare the pertinent, provisions
of the proposed Agency retirement system with the Foreign Service
and the civil service retirement systems., This is similar tc a compari-
son appearing in the report of the House Committee on Foreign
Affairs in the 2d session of the &6th Congress. It was prepared at
that time in connection with proposed amendments to the Foreign
Service Act of 1946 as amended, relating to the retirement system,
which proposals were subsequently enact eg into law.
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Comparison of pertinent provisions of the civil servi

ArpENnDIX 1T

ce, Foreign Service, and proposed CIA retirement

and disability systems

Items

Civil service retirement system
(CSR)

Foreign Service retirement system
(FSR)

Proposed CIA retire-
ment system. (CIAR)

Comments

A. Cover:

B. Contribations:
1. ComPUISOTY - - oommmmmmmmmmmmmmmmm

2. Voluntary o eeomemoeomeaee

C. Benefits:

1. Annuitants.

2. Penalty reduction for age_. .-

3. Reduced annuities...

4. Survivor annuities:
(a) Married participants. .----—--

Government employees generally,
unless temporary, intermittent or
subject to another Federal retire-
ment system.

61 percent of employee’s basic
salary; agency contribution of 6%
percent ofemployee’s basic salary.

Maximum 10 percent of total basic
salary received since Aug. 1, 1920;
payable in multiples of $25.

Annuity: 134 percent high-5 aver-
erage years salary times 5 years;
plus 134 percent timesnext 5 years;
plus 2 percent times all years over
10 years of creditable service; an-
nuity not to exceed 80 percent of
high-5 average salary.

14 of 1 percent for each of the 1st 60
‘months under age 60 and 6 for
each additional month over 60
months under age 60.

_| Reduced annuity with benefits_to

widow or widower; cOITespon:
benefits to each dependent child.

Basic general formula: Widow or
widower (if survivor apnuity
elected by retiring employee):
55 percent of all or whatever por-
tion of earned annuity specified
as base. Anpuity terminates on
death or remarriage.

All FSO’s plus non-FSQ’s who
have served as chiefs of mission for
an aggregate period of 20 years or
more; Foreign Serviee staff of-
ficers and employees with 10 or
more years of continuous service
in the Foreign Service.

616 percent of employee’s basic
salary; agency contribution of 6%
percent of employee’s basic salary.

Maximum of 10 percent of total basic
salary received since July 1, 1939;
payable in multiples of 1 percent.

Annuity: 2 percent high-5 average
years salary times total number
years creditable service not to
exceed 35 years.

Surviving children, widowers, and
dependent widowers may be in-
cluded as survivor annuitants.

Basic general formula: Widow or
widower (if survivor annuity
elected by retiring employee):
14 of all or whatever portion of
earned annuity specified as base.
Annuity terminates only on
death of widow or widower.

None. -

Career personnel who
are designated as par-
ticipants in accord-
ance with _criteria
established by the
Director.

Sameas FSR__- ..

Sameas FSR__ .-

Same as FSR.o.oo_-

Sameas FSR___.__ -

Sameas FSR_ .-

Same as FSR. - —caeen

Agency career personnel are cur-
rently covered by civil service.

AJl 3 systems are the same.

FSR and CIAR are approximately
same as CSR.

CIAR and FSR have a 2-percent
formula. CSR provides maximum
80 percent high-5 average. CIAR
and FSR provides maximum 70
percent high-5 average.

Under CSR there is a substantial
reduction in annuity for years
under age 60, 15 percent when re-
tiring at age 50. There is no reduc-
tion under FSR or CIAR.

All 3 systems have comparable sur-
vivorship benefits.

Tmportant_difference between the
CSR and FSR and CIAR is that
the apnuity of & surviving widow
or widower terminates only in
death of such survivor. CSR has
a 5pereent advantage for survivor
annuities due to 1962 amendment
to CSR Act.
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Comparison of pertinent provisions of the civil service,

Appernre TT

Ctomdinanad

Foreign Service, and proposed CIA retirement and disability systems—Continued

Ttems

Civil service retirement system
(CSR)

Foreign Service retirement system
(FSR)

Proposed CIA retire-
ment system (CIAR)

Cominents

C. Benefits—Continued
4. Survivor annuities—Continued
(a) Married participants_________

Reduction for survivor annuity:
Employee’s annuity reduced by
214 percent of Ist $3,600 of any
amount specified as base for sur-
vivor benefits plus 10 percent of
the amount over $2,400 up to the
Tull amount of employee’s annuity.

Children:

With a surviving wife or hus-
band: smallest of (1) 40 percent of
average salary divided by number
of children; (2) $600; or (3) $1,800
divided by number of children.

With no surviving wife or hus-
band: smalleat of (1) 3% averuge
salary divided by number of chil-
dren; (2) $720; or (3) $2,160 divided
by number of children,

Termination annuity:

(b) Unmarried participant.______

CHildrén annuities terminate ab
age 18 (or on recovery from inca-
pacity after 18) marriage or death.
On termination of any child’s an-
nuity by death, wife or husband’s
annuity by death, annuities of
surviving children are recomputed
as though person whose annuity
was terminated bad not survived
deceased employee.

The annuity of an unmarried child
between 18 and 21 years of age who
is a student pursuing a regular full
time course of study or training in
residence in a high school, trade
school, college, or university con-
tinues until the age of 21,

Any person in whom annuitant has
insurable interest (if survivorship
and reduced annuity elected): 55

| Termi

percent of participant’s reduced

Reduction for survivor annuity:
Employee’s annuity reduced by
2Y% percent of Ist $2,400 or any
amount specified as base for sur-
vivor benefits plus 10 percent of
the amount over $2,400 vp to the
full amnount of employee’s annuity.,

Children:

With a surviving wife or hus-
band: smallest of (1) 40 percent of
average salary divided by number
of children; (2) $600; or (3) $1,800
divided by number of children.

With no surviving wife or hus-
and: smaliest of (1) 16 average
salary divided by number of chil-
dren,; (2) $720; or (3) $2,160 divided
by number of children.

Children annuities terminate at
age 18 (or on recovery from inca-
pacity after 18) marriage or death.

termination of any child’s an-
nuity by death, wife or husband’s
annuity by death, annuities of
surviving children are recomputed
as though person whose annuity
was terminated had not survived
deceased employee,

No comparable provision.__________._

Designated beneficiary: 50 percent
of participant’s reduced annuity.
Retiring employee’s annuity is

reduced 10to 40 percent depending

Sameas FSR...________

Sameas FSR___________

Same as FSR.

1962 amendment to the CSR Act
increased from $2,400 to $3,600 the
amount from which 214 percent is
taken in reducing the employee’s
annuity. This results in a $90
annual advantage to a CSR retiree
who elects a survivor annuity.

All 3 systems are the same,

Neither the FSR nor the CIAR has
a provision similar to CSR, This
provision was added to CSR in

1562 ainendiwenis io the GSR Aet,

FSR and CIAR do not require that
designated beneficiary have an
insurable interest. 1962 amend-
ment to CSR increased survivor
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5. Death in serviee:
(a) Widow-widower...__._____.._

(b) Children... oo

(¢) Former employee or former
participant eligible for de-
ferred annuity who dies be-
fore reaching eligibility age.

6. Disability retirement____________

annuity.  Retiring employee’s
annuity is reduced 10 to 40 per-
cent depending on difference be-
tween his age and age of person
designated to receive survivor
annuity, Survivor annuity termi-
nates on death of survivor,

‘Widow or dependent widower: 55
pereent of participant’s earned
annuity payable until death or
remarriage or until widower be-
comes capable of self-support.

Children:

With a surviving wife or hus-
band: Smallest of (I) 40 percent of
average salary divided by number
of children; (2) $600; or (3) $1,800
divided by number of children.

‘With no surviving wife or hus-
band: Smallest of (1) 1 average
salary divided by number of chil-
dren; (2) $720; or (3) $2,160 divided
by the number of children.

If the former employee had not re-
ceived a refund after his separation
from Government service, the
amount he paid into the ecivil
service refiirement fund, plus any
accrued interest would be payable
immediately after death.

After 5 years of civilian service:
same as full age and service ben-
efit. Guaranteed 40 percent of
high-5 average salary or annuity
projected to age 60 whichever is
lesser.

Elective survivor benefits are based
on employee’s actual years of serv-
ice credit.

Tax exemption: Under the Federal
income tax “sick pay” exclusion,
up to $100 per week of disability
annuity is exempted until apnui-
tant attains retirement age.

on difference between his age and
age of person designated to receive
survivor annuity. Survivor’s an-
nuity terminates on death of
survivor.

Widow or dependent widower: 50
percent of participant’s earned
annnity payable until _death of
surviving dependent widower or
until dependent widower becomes
capable of self-support; however,
annuity is computed as if partici-
pant had 20 years of service or by
projection to mandatory retire-
1ent age for his class.

Children:

With a surviving wife of hus-
band: Smallest of (1) 40 percent of
average salary divided by number
of children; (2) $600; or (3) $1,800
divided by number of children.

‘With no surviving wife or hus-
band: Smallest of (1) 1% average
salary divided by number of chil-
dren; (2) $720; or (3) $2,160 divided
by the number of children,

If a foreign service officer who sepa-
rated from class 4 or 5and who has
elected to receive retirement bene-
fits dies before reaching the age of
60, his death shall be considered a
death in the service.

After 5 years of civilian service:
same as full age and service ben-
efit. Guaranteed 40 percent of
high-5 average salary or annuity
projected to mandatory retire-
ment age for his class.

Elective survivor benefits are based
on service credit upon which par-
ticipant’s anouity was computed
rather than his actual years of serv-
ice credit.

Tax exemption: Entire disability
annuity is exempted from Federal
income tax.

Sameas FSR._____._.__

Sameas FSR.____...____

Sameas FSR._.._______

Same as FSR except ap-
plicable to GS-12 and
13.

Sameas FSR___________

Sameas FSR.____._____.

Sameas FSR...._______

annuity to 55 percent. FSR and
CIAR remain at 50 percent.

1962 CSR amendment increased sur-
vivors annuity to 55 percent; FSR
and CIAR remain 50 percent.
FSR and CIAR provide continu-
ation of widow’s annuity until
death and allows the survivor to
receive annuity based on at least 20
years of service.

All & systems are the same.
All 3 systems are the same.
FSR and CIAR provide payment of

“death in service”’ benefits.

All 3 systems are essentially the
same.

If SFR or CIAR annuity to employee

has been based on projecting serv-
ice, survivor annuity is computed
on that basis rather than the lesser
actual service period. -

FSR and CIAR permit full exemp-
tion of disability annuity from
Federal income tax. Provision for
limited exemption under CSR de-
pends on sick pay exclusion of the
Internal Revenue Code.
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Comparison of pertinent provisions of the civil service, Foreign Service,

Appenpix IT—Continued

and proposed CIA retirement and disability systems—Continued

Items

Civil service retirement system
(CSR)

Foreign Service retirement sysiem
(FSR)

Proposed CIA retire-
ment system (CIAR)

Compents

C. Benefits—Continued
7. Deferred annuity._ .-

8. Selection out/disconiinued ser-
vice retirement,

9. Disposition of contributions in
excess of benefits received.

Deferred annuity payable at 62 if
separated employee has 5 years of
civilian service credit.

A. Immediate annuity upon in-
voluntary separation if em-
ployee meets either of the following
requirements: (1) attainment of
age 50 and completion of 20 years
of creditable service including 5
years ofhcivilian service. (2)
Regardless of age if employee has
completed 25 years of creditable
service, including 5 years of
civilian serviee.

B. At employee’s option, refund of
eontributions or deferred snnuity
if does not meet the above re-
quirements.

If deceased individual's contribu-
tions are not Ieturned in the form

f i individual.or-hi

D. Creditable service:
1. Leave withoul Pay.-caeeceenaao-

2. District of Columbia employ-

ment.
3. Transfer of funds. oo ooaeo

of ¥ 0
survivors), the unreturned con-
tributions must be paid to a de-
signated beneficiary; or in_order
of precedence to widow, children,
parents, ete.

Includes leave of absence without
pay granted during covered em-
ployment while performing active
bonorable military service:

Includes leave of absence without
pay granted during covered em-
ployment while receiving FEC
Denwiits.

Includes civilian employment with
District of Columbia government.

No provision

Deferred annuity payable at age 60
if separated employee has 5 years
of civilian service credit.

A. Classes 1, 2, or 3: retirement on
annuity computed on regular 2
percent formula. Age no factor.

B. Classes 4, 5, 6, or 7; (1) separation
payment of }s of a year's salary
rate for each year of service and
proportionately for a fraction of a
year, but not exceeding a total of
1 year’s salary payable without
interest in lump sum or 3 equal
installments; (2) pius refund of
contributions or deferred annuity.
An immediate annuity if age 30
with 20 years service.

If deceased individual’s contribu-
tions are not returned in the form
i individual or his

Sameas FER___..__.._-

Same as FSR except ap-
plicable to GS grades
comparable to FS
classes indicated. FS
classes 1 through 3
compare to GS-14 and
above; FS classes 4
through 7 compare to
G5-13 and below.

Sameas FSR.__.__......

FSR and CIAR deferred annuity
begins 2 years earlier than CSR
deferred annuity.

FSR and CIAR suthorize immediate
annuity regardless of age for F3
classes 1-3 and GS grades 14 and
above. FSR and CIAR also pro-
vide for “separation compensation’
i}?]Fs 4 through 7 or GS-13 and

elow.

All 3 systems are the same.

7089

_annuity
survivors), the umreturmed con-
tributions must be paid to a de-
signated beneficiary; or in order
of precedence to widow, children,
parents, ete.

Includes leave of absence without
pay granted during covered em-
ployment while performing active
honorable military service:

Includes leave of absence granted
during covered employment while
receiving FEC benefits.

Includes civilian employment with
District of Columbia government.
Provides for direct transfer to FSR
Fund of all regular contributions
(with interest) made by officer or
employee to other government re-
tirement system under which pre-
viously covered. Funds transfer
discharges other system of all bene-

Same as FSR.. ...

Sameas FSR.._._____._

Sameas FSR___.__.____
Sameas FSR.___——----

All 3 systems are the same.

All 3 systems are the same.

All 3 systems are the same.

FSR and CIAR permit direct trans-
fer of funds from CSR upon be-
coming a participant.
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E. Reemployment of annuitants

If retirement is based on involuntary
separation (except for age retire-
ment) which was not due to any
fault of his own, when reemployed
the person’s annuity will be either
discontinued or withheld from sal-

ary.

(1) If the reemployment is sub-
ject to the Retirement Act, his an-
nuity will be discontinued from
the date he is reemployed and his
future retirement rights will de-
pend on the law in effect at the
time heis separated from the reem-
ployment,

(2) If the reemployment is not
subject to the Retirement Act, his
annuity payments will continue
without interruption but his sal-
ary during reemployment will be
reduced by the amount of annuity
he receives. If—

(a) the annuitants retirement
was based on a voluntary separa-
tion or on an involuntary separa-
tion for cause.

(b) the annuitant was retired
for age,

(¢) he was a disability annui-
E%nt reemployed afier reaching age

, or

(d) he was a disability annui-
tant found recovered or restored to
earning capacity and temporarily
reemployed before reaching age
60, his apnuity will continue but
his salary during reemployment
will be reduced by the amount of
annuity he receives. If thisreem-
ployment was of a year or Iuore
duration the reemployed annui-
tant would be eligible for a supple-
mental annnity. (Reemployment
service under another retirement
system for Federal or District of
Columbia Government employees
and service in a few particular
positions—the President and cer-
tain U.S. judges are not qualified
for this purpose.)

fit obligations based on service
involved.

A reemployed annuitant may re-
ceive the salary of the position to
which he is appointed plus so
much of his annuity, which when
combined with the salary doesnot
exceed the salary which such per-
son was entitled to receive in the
Foreign Service on the date of his
retirement. Such reemployment
does not affect the annuity earned
under the Foreign Service retire-
ment and disability system, if
during the period of reemploy-
ment he is employed under
another Federal retirement sys-
tem. He will contribute to the
other system, and it is possible 1o
qualify for benefits under the other
system,

Same as FSR

FSR and CIAR provides for poten-
tial higher combined income for
reersployed Foreign Service annui-
tants and provides authority to re-
employ FS retired for age.
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h highlight the specific fea-
wre different from the civil
\ire of particular importance
ram for the employees to be

of principal provisions of the civil service, Foreign

irement Systems

Provisions Civil Service Foreign Servize and CIA
(teneral:
Employee contribution..._._ 614 percent of basie pay-- -} eceeaun Same,
Basic annuity formula._..__._ Based on high 5-year-gverage | Based on high 5-year average
salary: salary: 2 percens; of high 5 times
1% porcent of high & times 1st total years’ service.
5 years service.
+134 percent of high & times
2d 5 years service.
+2 percent of high 5 times
remaining years service
Maximum annuity.. 80 percent of high 5 salary -| 70 percent of high 3 salay.
Mandatory retirement. Age 70 with 15 years' servi .| Career ambassador and career

Optlonal retirement (immediate
annuity).

Discontinued service, selection
out.

IMsability retirement:
Age and service..
Minimum annuit;

TaxabIity e oo eccmmaeae

Survivor annuity to widow:
Reduction of employee’s an-

nuity.
Amount of widow’s annuity.
Termination of widow’s an-

nuity.
F.eemployment of annuitant_.._.

Age 60, 30 years’ service; a;
years' service; and age
years’ service, aanuity is
ed by 5 percent.

Any age, 26 years’ service; jage 50,
20 years’ service (immniediate,
but annuity is reduced| by 15
percent).

e 62, 5
56, 30
reduc-

b-year-

Any age, 5 years’ service. .

Lesser of: 40 percent high
average salary or annulty com-
putc&) by extending serylee to
age 60.

Under Federal income taf “sick
pay” exclusion, 1st $100 per
week tax exempt until optional
retirement age.

214 percent of 15t $3,600 plus10 per-
cent of balance.
55 percent of employee’s bdsic an-
nuity.
Death orremarriege_ ... [ ..____

(=3

Annuity offset against salajy....-.

minister or G8-18 and above:
age 65.

FSO class 1 and below or G8-17
and below: age 60.

Age 50, 20 years’ service (full
earned annuity, not reduced).

FSO classes 1-3 or GS-14 and
above:

Immediate anaunity at any age,

5 years’ service (annuity not

reduced).
FS0O Classes 4-7 or G(S-13 and
below:

Beparation pey at rate of 1
month’s salary per year of
service up to 1 year’s salary;
plus delerred annuity at

age 60,
Age 50, 20 years’ service (full
earned annulty, notreduced).

Same.
Do,

Fully tax exempt.

214 percent of 1st $2,400 plus 10 per-
cent of balance.

50 percent of employee’s basi¢ an-
nuity.

Death only.

Annuity plus salary cannot exceed
basic pay at time of retirement,

The employees’ contribution to the r¢
nnder both systems, that is 614 percent of
The annuity formula under Foreign
cent of the employee’s average sulary 1
Under civil service, the foz
first 5 years, 134 percent for the secon

of service.

remainder.

Mr. Rivers. You just start off with 2,
General Carrer. We start off with 2

Toreign Service Act.
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The maximum annuity under civil service is 80 percent of the
employee’s average high 5-year salary, while under the Foreign
Service Act, and under our proposed act, it is 70 percent. However,
few employees under our proposed retirement system would have
enough years of service to make this difference significant.

The mandatory retirement age under civil service for all em-
ployees is 70, while it is 60 for most employees under Foreign Serv-
ice. Under the proposed system, an employee can voluntarily retire
at age 50 and receive the full annuity which he has earned.

Mr. Bares. That is with 20 years’ service?

General Carter. Twenty years’ service at age 50. i

Under the civil service retirement system, the earliest age for
voluntary retirement is 55, and this is permitted only when the
employee has 30 years of service. Moreover, his annuity is reduced
by 1 percent for each year that he is under age 60. For example,
an employee whose average high 5-year salary has been $7,575—
this is about a GS-9—and who has 20 years of service when he
reaches age 50, can voluntarily retire under our proposed system
and receive an annuity of $3,030.

If his average high 5-year salary has been $11,515—this is ap-
proximately a GS-183—he would receive an annuity of $4,606. If
his average high 5-year salary has been $16,005—about a GS—15—
his annuity would be $6,402. If he had been under the civil service
system with only 20 years’ service he could not voluntarily retire.
It he left the service voluntarily, he would have the option of with-
drawing his contributions from civil service retirement system, or
of waiting until he had reached age 62, at which time he would be
cligible for a deferred annnity.

An employee who has reached age 55, and has 30 years of service,
may retire voluntarily under either system. However, his annuity
would be 12 percent higher under our system than under the civil
service system. This is because under civil service his annuity would
be reduced 5 percent because of his age, since he had not reached age
60, and the annuity formula under the proposed system is a straight
2 percent, while under the civil service system it varies from one and
a half up to 2 percent depending upon years of service.

The proposed system provides an immediate annuity based on the
employce’s total period of service, if he is in GS grade 14 or above,
and if he is retired involuntarily. If he is in grade 13 or below, he
receives a separation payment equivalent to 1 month’s salary for each
year of service. He may also obtain either a refund of his retirement
withholdings, or he can leave these amounts to his credit toward a
deferred annuity at age 60. Under the civil service system an em-
ployee who is involuntarily separated at age 50 with 20 years of
service or at any age with 25 years of service, can receive an im-
mediate annuity. However, his annuity is reduced 1 percent per
year for each year he is under age 60, down to age 55, and 2 percent
per year for each year he is under 55 down to age 50. The maximum
reduction under this formula is 15 percent.

Mr. Haroy. Mr. Chairman, I think since we have these charts on
here, and we are getting iuto some detail here, now—1I don’t know
whether these appear, but perhaps we ought to clear up any ques-

tions that come out here now. Otherwise, we may not get back to
them.
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Mr. Rivers. I think that might be ¢
mind, General—it won’t knock yoa off t

to know this thing pretty much.
General Carrer. No, sir.

portion is just about over.

Mr. Harpy. As long as we are talking

As o matter
of the explanation of these charts, my d

, good idea. If you don’t
he track, because you seem

of fact, with the exception
iscussion on this particular

about these charts, though,

tere are one or two questions that seemd to come to my mind now.

T am afraid I am going to forget taem if

an answer NOw.
Mr. Rivers. Go ahead and ask him.
Mr. Bates. Are these in the book anyw.
Mr. Houston. Yes, sir.
Mr. Bates. Where do we find it ?
Mr. Houston. Tab 2.
Mr. Haroy. Of course, we may get to
tae bill.
But let me pursue this one for just a seg
Now, you are proposing in this bill t]
eign Service has. You have outlined then
General Carter. Yes, sir.
Mr. Harpy. Now, the question taat I y
rioment: Under this involuntary selecti
tave indicated, you say that FSO-1 to
(3S-14 and above, would go out at any
ruity, with 5 years’ service, without any v
General Carter. Based on his tocal per
Mr. Haroy. Which has to be only 5 yeq
General CArTER. Yes, sir.
Mr. Harpy. Is that what it says¢
General Carrer. Yes, sir.
Mr. Rivers. If he is a GS-14 or above?
General Carter. If he is a GS-14 or
vntarily.
Mr. BaTes. Is that for physical purpos
General CartEr. No, sir. Thisis for a
Mr. Haroy. That is what I wanted t
1" am going to buy that. And I didn’t
had it.

I don’t throw them out for

here?

those when we start reading

ond, General, if I may.
he same provision that For-
n up there?

vould like to clear up at the

on, or selection cut as you
8, or under Civil Service,
age with an immediate an-

eduction in there?

jod of service——

rs?

above and is retired invol-

s or any purpose?
dministrative purposes.

understand. I clon’t think
realize that Foreign Service

General Carter. I would like Mr. Emmett Echols, our Director of

Personnel, to respond to your question, M

Mr. Ecuors. We have a Mr. Willian
expert on the Foreign Service retiremc
haps explain in detail why this provisi
system and how it operates.

Mr. Haroy. Well, T will be glad to
is going to have to be a darned good one t

Mr. Ravers. If we are going to get
better hold it up.

Mr. Haroy. All right. Then we wi
Jater. Because I have one or two other qy

Mr. Branprorp, Mr. Chairman——

Mr, Rivers. Mr. Blandford.

r. Hardy.
Woodyear here, who is an
nt system, and he can per-

on is in the Foreign Service

hear the explanation, but it

0 convince me.
all mixed up here, then we

11 have to come up with it
estions.
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Mr. Braxprorp. This is the forced attrition provision, which you
mentioned in your statement.

Mr. Rivers. Yes. i

Mr. Braxororp. And which I think should be very fully explained
at this point.

Mr. Rivers. Go ahead.

Mr. Hawpy. Isthat 253%

Mr. Branororp. No, sir; that is something else; 253 is duty at
unhealthful ports.

Mr. Rivers. Why not take it up right now.

Mr. Branororp. I think this is a good place to take up the forced
attrition concept. ,

Mr. Rivers. Let us thresh this out now. A lot of us have reserva-
tions.

Mr. Hardy, since you started, you go ahead.

Mr. Haroy. I would like to understand what he is talking about
here. But he is going to have a hard time, I think, justifying per-
mitting a man to go out involuntarily after 5 years of service without
any reduction in his annuity, and that is regardless of his age.

Mr. Srrarron. Mr. Chairman, may I ask a question in that con-
nection? I think it may throw some light.

Mr. Rivers. Mr. Hardy, do you yield to Mr. Stratton?

Mr. Harpy. It is all right. Maybe if we get the explanation we
will get it understood. If not—I don’t have any objection to anybody
contributing to it. I just want to understand it.

Mr. Rivers. Who can contribute to Mr. Hardy’s question ?

Mr. Ecaous. I think I can speak to it, sir.

Mr. Rivers. Yes,

‘Mr. Ecuors. The Foreign Service has occasion to bring in ex-
pertise for lateral entry into the service, of people who are experts
in particular fields and people who have achieved stature and repu-
tation in other fields of work, and have the skills that the Department
needs. This would apply equally to CTA, upon occasion.

Now, these men who are appointed at classes 1, 2, or 3, or in our
case grades 14 and above, are men who have arrived, who have stature
and reputation in a particular career field in non-Government or non-
Foreign Service or non-CIA, and to induce these people to give up
their established positions in existing careers to come to the Govern-
ment, be it the State Department or CIA, puts them in a position of
jeopardy. They may or may not be successful in these new careers.
There may or may not be a continuing requirement for their exper-
tise on a career basis. So these people face peculiar risks. If in less
than 5 years, or less than their normal working span, they are let out
as being no 1on%?r required by the Foreign Service, or by CTA. And
T believe it is this reason primarily that these people are felt to be
entitled to an immediate annuity. It is not because of their grade,
but because they have given up a position with industry or perhaps
with another Government agency, and have subjected themselves to
a lesser degree of tenure.

Mr. Haroy. I am not going to buy that one. You have the same
sort of racket practiced now by some people who get jobs after retir-
ing from the military, just in order to get social security coverage,

g}}ic.h they did not accumulate when they were on active duty. And
his is
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Mr. Strarron. Mr. Chairman.

Mr. Haroy. This is not one—unless y
of it than that—-

Mr. Rivers. Wait a second. Let Mr. H

Mr. Harpy. I have enough, Mr. Chai
"There are too many gimmicks can b
arrangement.

Mr. Gavin. Mr. Chairman.

My, Strarron. Mr. Chairman.

Mr. Rivers. Mr. Gavin is next.

Mr. Gavin.

Mr. Gavin. How long has this system b

General Carrer. The Foreign Service s

Mr. Gavin. Yes.

(Feneral CArTER. 1946.

Mr. Gavin. This retirement system we

General Carter. How long have you
tirement ?

Mr. WoobyEar. Since 1946.

General Carter. Mr. Woodyear is frg
sir. Heis an expert on their Foreign Sery

Mr. Harpy. I may offer an ameadmen
to delete that section.

ou have a better explanation

[ardy finish.
rman. I have heard enough.
e used in this kind of an

cen in effect ?
ystem, sir?

about now.
oreign Service re-

are talkin
had the

m the Department of State,
rice Act.
t to the Foreign Service Act

General Carrer. And Mr. Woodyear stated that they have had the

Troreign Service Act since 1946, sir.

Mr. Harpy. TIs thisprovision init?

Mr. Woopyear. This point tha’ you
with respect to immediate annuity benefit
1 in the Foreign Service Officer Corps w
e. factor that hasn’t been considered here.

It is extremely rare. There is a 5-yea
a participant have that much service be¢
1t is extremely rare. Iowever, I can rec
cfficer has been selected out with taat lit
that little. They are older men by the tin
Lave usually come up through the career
in through lateral entry, as has been su
Lave had prior Government service, and
¢0 years of Federal service credit which
rient.

Mr. Harpy. I am not talking about th
cne that comes in and has a total of onl

Mr. Woobpyear. Most unusual and mos
1 can’t speak for the CIA.

Also in the Foreign Service the special
person with a special skill that we need,
Service Reserve Corps, and not become
but would participate in the civil service
again.

Mr. Haroy. Under this procedure it w
to have had 4 years in the military servi
¢rades, and then retire and draw an imme

Mr. Braxprorp. No, sir.
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Mr. Woopyear. No, sir. ITe must have had at least 5 years of
civilian service before he can credit any military service.

Myr, Haxp. I reckon he can count his service i civil service.

Mr. Woopyear. The same thing in civil service.

Mr. ITarpy. I mean he could have 4 years in civil service and have
1 year in this operation.

Mr. WoopyEar. It is possible.

Mr. Haroy. That is what I am talking about.

Mr. Woopyear. But unheard of as far as T know.

Mr. Witson., Mr. Chairman.

Mr. Rrvers. Wait, now, Mr. Gavin, are you {inished ?

Mr. Gavin. Yes.

Mr. Rivers. T have to go down theline, Mr, Stratton.

Mr. Strarron. Go ahead, Mr. Chairman,

Mr. Rrvers. Mr. Bennett.

Mr. Benwerr. Ijust have a very brief question.

About how many people do you estimate would this apply to?
Theoretically, how many could it apply to?

General Carrzr. Less than a third, probably closer to a quarter of
our personnel will be eligible for the provisions of this proposed
system.

" All the remainder will be under standard civil service retirement.

Mr. Riviers. Mr. Bennett, have you finished ?

Mr. Ben~err. That is all.

Mr. Rivers. I think it would be helpful to the committee, General
if you would have somebody insert in the record what are some of
the requirements that make these people so special.

And there are adequate reasons, I am sure. You take a specialist,
that your personnel man has referred to, whose services you seek, and
who has a distinguished hackground in some other area of life, whom
you need very badly in some part of your service. I think if we could
have an explanation of these it would help the committee understand
what is the reason for this.

There must be adequate reason.

Mr. Bates. Mr. Chairman.

Mcr. Rivers. Do that a little later, because Mr. Bates has a question.

I think at some time we ought to have that. Don’ you think so,
Mr. Blandford?

Mr. Buanprorp. Yes, sir; I think we should.

Mzr. Rivers. Such as in language, and various things.

General Carrer. Some require technical competence or very high
skills that we cannot develop in our own training programs—certain
physicists, for example.

But the provisions of this particular part of the act as to GS-14%s: I
can’t name you a single person now in the Agency who at the moment
would be eligible for it because of the requirements that will be estab-
lished by the Director for eligibility for this type of retirement.

Mr. Bargs. Mr. Chairman.

Mr. Rivers. Mr. Bates.

Mr. Bares. I wonder if we could get the number of those who came
under this in Foreign Service? How many are you actually paying
for it at this time?

Mr. Woopyear. Under the entire system ?
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Mr. Batrs. Under this 5-year provision in the former service today.
fﬁMr. Woopyear. That would apply ohly to our classes 1 through 3
officers. ]
, Mr. Gavin. I wonder if the gentlemalfl would talk louder. We can’t
1ear. |
Mr. Woopyeak. That would apply tg our classes 1 to 3 officers.

T would say on the average, since 1948, when we began applying the
selection-out principle, there have not been more than 2 percent that
were officers In those classes selected out. They would average 500.

So 10 per year may have been selected out under that provision.

Mr. Gavin. This s being selected qut, but not under the i-year
provision ¢

Mr. Woopyear. The 5-year provision would not apply otherwise
unless you had disability retirement, where there would be an entirely
different principle involved.

Mr. Gavin. Well, I am talking about those who have not close to 20
years but those closer to 5 or 6 years. How many do you have of that?

Mr. Woopyear. The only ‘instance [in which retirement benefits
would apply to an officer with & years’ service would bs if he were
selected out.
 Mr, Gavin. The thing I am trying to get clear in my mind: The
justification being presented by CIA is so they can attract a certain
type of individual. It is not the question now of getting people out
of service, as attracting this rare indiYidual into the service. Now,
you have had no cases in that particular category that have retired
under the 5-year provision; is that correct?

Mr. Woonyrar. Noj that is not correct, sir.

Mr. Gavin. Well, then, give it to me. |

Mr. Woopyear. We have an average of at least 10 per year who
have been retired involuntarily throth selection out under that
provision. .

Mr. Rivers. With 5 years’ service? L

Mr. Bates. You see, now, you are talking about selecting out. You
are talking about getting rid of people. Now, that is what you are
talking about. 7

CIA is talking about a different kind of individual, and predicates
their case upon getting the head of this company, or getting this
particular individual who has got rar% qualifications—to get him to
serve for a short period of time, up to 5 or 6 years, or something
like that. You are talking about, unlogding people. That is a differ-
ent situation. T

Mr. Woonyear. I have to, because it the overall picture this is an
incentive for recruitment.

The entire retirement system is an incentive for recruitment and
retention. But it does not apply in the Foreign Service. We don'’t
attract people to the Foreign Service bécause they can expect selection
out with 5 years’ credit and thereby get gn annuity.

Mr. Batis. So your answer is “None”,

Mr. Woopyear. None.

Mr. Bates. Thatisall I am trying to get.

Now, I would like to get to CIE.' iTow, let’s be frank about this
section. Now, you went over and you selected the Foreign Service
system as the one you think would be bést adaptable to your particular
section; that is correct, isn’t it ? ;
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General Carrer. Yes.

Mr. Batus. Now, is it true or not true that you came to this section
and said, “Well, there it is, it looks pretty good, we will throw that in
there.” Tmean, did you really have any need for it, or did it just hap-
pen to be one of these things where you talked about something that
just happened to be in another bill? ~ Is that the way it was, or ahead
of time did you really have a need? Have you anything to justify
it? Ts it because it happens to be in somebody else’s bill or is it some-
thing for which you really have a need ?

Mr. Rivirs. Mr. Bates can really get to the meat in the coconut.

General Carrer. It appeared to be a potentially useful instrument
which was available to the Foreign Service, and since our people are
operating under the same circumstances, we included it.

Mr. Bares. In other words, how could we use it? And this is a
pretty good justification.

All right.

Mr. Branprorp. Well, Mr. Chairman, there would be a difference
here in this respect, that it is almost impossible, I would presume, for
a Foreign Service officer to get to be a class 1, 2, or 3 officer, with less
than 10 years. Because you have a system under which you appoint
people as a class 7 and they work up, isn’t that right?

Mr. Woopyrar. We appoint them at class 6 usually, and they work
up. Usnally an officer m the class 3 would be at least age 40.

Mr. Branororp. So he would have roughly 15 years of service by
the time he gets to be a class 3 officer ?

Mr. Woopyrar. At least that.

Mr. Buanprorp. So the point—I think this is the point Mr. Hardy
made to start with, that your Foreign Service officer in class 1 and 3
is a different person than CIA wants to recruit, say, from industry who
might be 45 years old, and whom they want for a 5-year period, and
they might put him in as a G:S-14 to start with. So we aro really mak-
Ing a comparison between two different things.

Mr. IHaroy. Normally, that is correct.

Mr. Rvirs, Wait a minute.

Mr. Bates, do you yield—— '

Mr. Haroy. But it is the unusual situation that makes it complicated.

Mr. Woopyrar. Could I make one point, Mr. Chairman ?

Mr. Rivers. Yes, go ahead.

Mr. Woopyrar. 1 am not attempting to testify in behalf of CTA’s
proposals. I am trying to explain the Foreign Service system.

But a selection out. system which is applicable to all classes of officers,
in our case classes 7 through 1, and in CIA’s case class 7 through 15,
is not complete unless you have this provision relating to classes 1, 2,
and 3. If youare going to have a selection out system, we have found
it desirable—we haven’t yet sought an amendment to change it—to
have this difference.

The career man who has spent 15-20 to 25--30 years in the service, and
is selected out, we feel is entitled to an immediate annuity because of
his term of service. The younger officer, usually 40 or below, can make
an adjustment and find other employment. W feel he is entitled to a
deferred annuity, which he receives at age 60, rather than at 62, as is
true in the general service.
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one, but it would not be desirable.
Mr. Rrvers. Does that complete your

Mr. Woopyear. 1 beg your pardon, sir?

Mr
Mr
Mr
Mr

. Rivers. Are you finished ?

. WoopyEaRr., Yes. '

. Hoppresron. Mr. Chairman.
. Rivers. Mr. HHuddleston.

Mr. Huppreston. General Carter, co

the problem that CIA faces is in con
retirement of personnel through this s
is the real meat and the crux of this leg
as the optional retirement and dizabilit
less of a liberalized retirement progrd
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applicable to CIA employees, but that ¢
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General Carter. Yes, I think—-it is

are talking about involuntary retirem
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haps involuntary, since it is not a privi
with the particular individual.

As T indicated previously, I have bee;
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service retirement that would enable
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process.
It seems
what the committee is
General Carrer. No, si
Mr. Hupprrston. Well, what is the
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We are trying to provide a ratirem:
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a requirement—in other words, beeause of the nature of his occupation,
and because of all the various nuances of the tasks that we assign him
to. Mind you, this is not our entire personnel strength by any means.
Tt is a maximum of about 25 to 30 percent of our people.

So that- we are talking about this rare breed of cat who is serving
overseas under these strenuous circumstances, over long periods of
time, in operational activities. That is what we are talking about,
Mr. Huopresron. And he would be the one that would be selected
out ¢ '

General Carrer. And at age 50, when we bring him back here, we
have extreme difficulty in placing him in another position where we
can -utilize those particular talents that he has developed over the
years.

So he has got to get himself completely reoriented and start out
doing something else, which probably will be at a lower pay scale
than anything he had had up tonow.

Mr. HuppLesToN. So the major point in this bill, then, is the grant-
ing of authority to retire at age 50- with:20 years of service?

(General Carrer. Yes, sir. '

Mpr, ITuvorrsron. That is the major point?

General Carrer. That is the major point.

Mr. Gavin. After they have served how long?

(General Carrer. Twenty years, sir.

The major poiunt is 20 years _

Mr. Gavin. Where does this 5-year separation come in, where the
specialist is a qualified person ?

General Carrer. This is an involuntary retirement and applies
only to grades GS-14 and above.

Mpr. Rivers. Strictly involuntary.

General Carrer. Strictly involuntary. They must have served 5
years.

And I would hesitate to try to give you an example of a man like
that, unless—well, we have none that I can think of in the Agency
now, but it is a tool of management which is part of a complete pro-
gram for early retirement as well as for handling forced attrition.

Mr, Rivers. Can you live without it ?

Mr. Branprorp. Mr. Chairman, may T make a suggestion on this,
in this respect.

Really, compared to the overall bill, this is a relatively minor part.

Mr. Haroy. Yes.

Mr. Braxprorp. But what we could very easily do is to restrict
numerically the number of persons that the Director could retire in any
one year under this provision,

Now, you are really talking about not more than a half dozen a year
at the most, I would think, who would be GS-14’s and above. Why
couldn’t we put a limitation in, right in the bill, itself, which would
then at least indicate there cannot be any abuse of this.

M. Hawrpy. That would be one

Mr, Gavin. Pardon me—

Mr. Rivers. Wait, let’s stick to the order.

. Bfr. Huddleston has the floor. Let’s finish with Mr. Huddleston
irst.

Mr. HooprestoxN. I have finished, Mr, Chairman.
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Mr. Rivers. Now, there are other peop

(Aside to Mr. Gavin.) .
Mr. Rivers. Go ahead, Mr. Gavin.

Mr. Gavin. These people who reach t}
I years, and you have no further use for ¢

ever it may be. Supposing they had only
you involuntarily retire them ?
General Carrer. We would involuntar
Mr. GaviN. You have no other place
there. What are you going to do with the

General Carrrr. We would separate t

be retired. In other words, we would sej
sllowance, which is very, very modest.

Mzr. Rivers., They just don’t fitin your

General Cartrr. No retivement whatso

Mr. Branprorp. They get 2 months’ p
happen.

Actually, you have two swords here,
vere (3S-18’s and below—that is the
month’s pay for each year of service.

If they had a total of 5 years of service
service retirement—they would get a def
nayable to them at age 60.

The only addition that they would get ]
" month’s separation pay for eack year
are talking about with 2 years of tota

The GS-18 and below who had 5 yeas
helow with 5 years of service would g
months’ pay, and then he could draw his
rhe age 60 would have a deferred annuit
‘wait until he was 60.

Now, the man who was a GS-14 and |
'sn]’t any provision to even give him sep
Hill.

General Carter. That is right.

Mr. Buanororp. This GS—-14 would hay

Mr. Rivers. The minimum.

Mr. Braxprorp. A minimum of 3 years
et an annuity under this provision based
»f service, which would mean that he w
percent. of $18,000, which would be $1,5
life. But he wouldn’t get any separation
deferred annuity. He would gra.w al
point. That is for the GS-14 and above.

But all things being equal, are there
of these 3S-14"s and above? And I sus
talking about here is that they might ws
company who is 45 years old and who h
want over a period of, say, 4,5,0r 6 or Ty
that man to leave his company is to say|
long we will use you, but 1f you. stick w,
will put you in as a (38-14, which givesy
Now, if you stay with us for 5 years or
that this program that you are the head

le asking for the fioor.

he age of 50 and have served
heir particular ability, what-
served 2 years of the 5, would

ily separate them.

for them and they are just
n ?

hem, sir, but they would not
arate them with a separation

srganization.
ever,
ay, Mr. Gavin, is vhat would

First of all, if these people
first key—they would get a

or more—just like in all civil
erred annuity which would be

by working for CIA would be
of service. So the man you
| service would get nothing.
s of service—the GS-13 and
ot 5 months’ basic pay, or §
money out of the fund, or at
y. In other words, he could

had 2 years of service: There
wration pay as I see it in this

ve to have-

of service, and then he would
| upon 2 percent for each year
puld get with 5 years, say, 10
00 a year for the rest of his
pay. There wouldn’t be any

immediate annuity at that

going to be a relatively few
pect that what they are really
ant to take, say, the head of a
as a particular skill that they
ears. Now, the bait to attract
to him “We don’t know how
th us for 5 years or more we
ou a good salary to start with.

more, and we suddenly decide

of will be terminated, we can
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offer you a limited annuity which will amount to 2 percent of your
basic pay for each year of service provided you had 5 years of service.”

That is all this boils down to.

General Carrer. That is right, that is all it does; yes, sir.

Mr. Haroy. Of course—excuse me.

Mr. StrarroN. Mr. Chairman:

Mr. Rivers. Wait, now, let me go to Mr. Wilson.

Mr. Wirson. Even if he retires at 5 years, it is a relatively small
annuity. :

General Carrer. That isright.

Mr. WiLson. It says “Annuity not reduced.” But in effect it is a
very minor annuity, because he has only 5 years’ credit.

I might point out that Congressmen, who also face severe hazards,
have a system where after 6 years of service they have an annuity.
It is deferred until 65 or 62

Mzr. Rivers. It is reduced.

Mr. Wmson. But we have the same provision for relatively
short service.

But, of course, if we retire after only 6 years’ service we get a
relatively small annuity, too.

Let me ask you one question, General Carter: You mentioned
in your first summary of the need for this system, that this was to
make more adequate provision for certain of its employees who
should be retired at an early age. Now, how do you difterentiate
between—as far as the retirement system is concerned—between
those employees that are actually out in the field, and those who
are over across the river, in their carcer? Are they under a differ-
ent retirement system ?

General Carrer. They are not now, sir. They are all under
civil service. '

Mr. WiLson. All right.

Now, I know you don’t want to talk numbers, but what per-
cemtageé of your total employees might be covered by this new
system ?

General Carrer. I would say between 25 and 30 percent.

Mr. Wuson. Twenty-five to thirty percent ?

General Carrer. Of our employees; yes, sir.

Mr. Wirson. Now, is this a contributory system as far as the
employees are concerned ?

Geileral CarteR. Yes, sir. Six and a half percent of their pay per
month. )

Mr. Wirson. In effect, what you are trying to put into effect
there is a system like the military, where yon select out the company
grade officers because you cannot use them as they get older.
You need a lot more people coming into the operation. And by
offering a retirement system that lets him out after a given number
of years of service you can keep that fresh supply of new young
people coming in for the jobs that you have to do. '

I don’t even find any fault with the system that Mr, Hardy
frowns upon here. T still feel, as you have explained here, that it
18 a reasonable thing to do, to give them an immediate annnity
in that category of FSO-1 to 3. '

Mr. Strarron. Mr. Chairman

Mr. Wirsox. I am through.
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Mr. Strarroxy. Mr. Chairman,

Mz, Rivers. Mr. Stratton. -

Mr. Strarrox. Mr. Chairman.

On that same point, the term “selection
that has certain derogatory overtones.

rosal of yours—my understanding is the

a fair assumption to say that what you
to bring into the CIA an expert. 'This
trained individual. Obviously you hav
Fim in. Now, if he goes to work, let’s sa
3 that in 5 years he will have been disc
you will have been at an end.

But if in this process he, let’s say, has §
rhone in Khrushchev’s bedroom or his
thing of that sort, his contribution to t
able. And at the end of this period yoy

Fecause he goofed, and not because he is g

Lut simply because of the nature of you
te a fairly short-lived deal, and yet he
tribution that you feel that he is entit
Isn’t that the kind of thing you really 1
about involuntary retirement

General Carrer, Well, if he is in for ¢
that he receives is very marginal, very ms
ke comes in as.

Mz, Strarron. I mean, we had an ob
anybody retire on 5 years. It was my u
veere trying to do was to protect, someb
stances had to be selected out after 5 ye
what you mean, if I understand what y
proved to be a goof at the end of 5 ye
rature of your operation he might have
fore was completely useless to you, and
an outstanding job in simply the short

General Carmir. Well, T couldn™ disag
r o, sir; it is the other side of the coin.

Mr. Strarron. Isn’t this really what

General Carrer. Yes, sir.

My, StraTTON. And we are talking in {
where—I am not an expert in it, but
what we are talking about there is that
that he just doesn’t click and so they ha

And thisis the kind of thing thar Mr. §

Buat when you get into the CIA, it
would be an entirely different kettle of fid

Mr. Gavin, Mr. Chairman.

Mr. Rivers. Wait a second.

We are going to explore all of these
into this thing with snap judgment.

Mr. Gueser. It seems to me, Genery
sround the basic issue involved in thi
L-usiness. Isn’t it an added inducement
technical people with an especially ne
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out,” General, is usually one
If T understand this pro-
same as Mr. Wilson’s—is it
have.in mind here is trying
s somebody who is a highly
¢ to pay him well to bring
v, in Moscow, the possibility
bvered and his usefulness to

ucceeded in putting a micro-
conference room, or some-
e country has been invalu-
1 have to select him out, not
1 square peg in a round hole,
1 operation this is bound to
s made such a major. con-
led to a decent retirement.
ave in mind when you talk

nly 5 years, sir, the annuit
rginal, no matter what rank

jection made here to letting
nderstanding that what you
dy who for certain circum-
ars. And I am saying that
u are saying, is not that he
hrs, but. that because of the
been discovered and there-
yet had done a terrific and
period of 5 years.

rree at all with that concept;

rou are trying to say to us!?

erms of the Foreign Service,
vhere I would assume thal
somebody proves in 5 years
ve to get rid of him.
Tardy is objecting to.
would seem to me that it

h.

things. We are not going
1, that we have skirted all
5 5-year immediate annuity
for extremely well qualified
sded critical skill to accept

RDP78-03721A000100050005-9

RDP78-03721A000100050005-9



Approved For Release 2002/03/205'8%A-RDP78-03721A000100050005-9

what is very apt to be a short tenure of employment? Isn’t it an
inducement, more than anything else?

General Carrer, I think there is no question but what it would
act as an additional inducement. :

Mr. Gussrr. Well

General CCarTrR. Yes, sir.

Mr. Gusser. I wanted to comment on the suggestion made by
Mr. Blandford; namely, that we restrict the number who could
benefit from such an anuuity in order to be sure that it is not
abused. And if you will forgive me, I would like to construct a
hypothetical case here,

Tet’s assume that we have a nuclear test ban agreement, and the
Senate ratifies it. And let’s assume that that creates a need in the
CIA for some extremely well qualified scientific people who operate
surreptitiously in order to determine whether or not the test ban
agreement is being adhered to. You have a sudden demand for
perhaps as many as 50 of these men. I think that is probably not
mconceivable,

Wouldn’t it be to your advantage to be able to offer them or lot
them know that at the end of the 5 years that they could retire on
small pittances of annuity ?

General Carrenr. Yes, sir.

Mr. Gupsrer. Wouldn’t that be an added incentive?

General Carrer. Yes, sir.

Mr. Gueser. And wouldn’t a shortage of 5 or 10 or 15 people
there severely handicap you in recruiting people of that type?

General Carrer. Well, under the terms of your hypothetical prop-
osition; yes, sir; that would be a handicap.

Mr. Gupser. Mr. Chairman, T just would like to suggest that this
is an unusual Agency and a rather delicate one, and I don’t think
that this particular thing is serious enough that we ought to let
it be a stumbling block.

Mr. Harpy. Well

Mr. Rivers. We are not going to let it be a stumbling block.

But I don’t want the CIA to think that we are skeptical. We
recognize the almost imponderable area in which you have to
operate.

Mr. GaviN, Mr. Chairman.

Mr. Rivers. Let me finish.

And we are here to work out these things for the good of the
Agency. And we want to help it. And we want to explore every-
thing. That is why these questions are being asked. I can think—
I have in mind another Francis Gary Powers, if indeed you have
requirements for another one. There are a lot of areas’ in these
things. Despite the high salaries you are compelled to pay.

What we want is results. We can’t look at these things from a
budgetary standpoint, on which maybe the fate of the Republic
may hang, we don’t know. I think there are a lot of things here
that we are going to have to pay attention to. I don't think
it is so vital now that we want to overlook the other things and
spend so much time on this. We can work out something on this.

Now, Mr. Hardy, you want to say something ¢
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Mr. Haroy. Mr, Chairman, I didn’t mean to prolong the discus-
sion like this. This is apparently one minor provision in this
thing.

Mr. Rivers. That is right.

Mr. Haroy. But there are other asj
rie more than what Mr. Wilson or M

I think we can work it out.

Mr. Rivers. Certainly.

. Mr. Haroy. I don’t have a serious p
rot talking about people who serve g
talking about people W]ho necessarily ca
¢re talking about people who go out lon service from 5 to 19%
years. Actually, that is what we are talking about.

And you could have somebody who comes in with a GS-6 and
gets up to a GS-14, and then is immediately involuntarily separated.
He aight have had 15 years of service, and he might be 40 years
c¢ld. And he would be out on that basis with a full retirement, not
reduced at all, continuing for his lifetime. Now, I think-—there are
¢ lot of aspects of this thing that we a?‘e going to have to explore.

And I wouldn’t suggest we do it here except I think maybe there
is one other thing we ought. to point out. This would be a separate
retirement. service from other Government rvetirement services. 1t
would be separate from your military refirement. And the fact that

beets in there that disturb
r. Stratton had in mind.

roblem with this. We are
nly 5 years. We are not
me in at a high level. We
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the State Department has it doesn’t commend it to me a bit.

But it would e separate from the mi

apparently be separate also from -civil

Imow whether you have a provision y

retire from civil service or retire from
“rom the military with 20 years’ servi

were doing it-—and come in under this t}
{0 years, and._go out at age 50 with an ¢

T don’t believe CIA needs that kind
2eople.  You have a lot of other indu

We are talking about a retirement sy;

something that we have to work out.
further at this stage, Mr. Chairman. It

ill, but I think it is something we havg

carefully.
Mr. Huppreston, Mr. Chairman, one |
Mr. Rivers. Yes.
Mr. Huppreston. General Carfer, at
statement “Optional vetirement, imme
years.” Now,at whose option is that re
General Carrer. That 1s at the indivi
but only with the approval of the Direct
Mr. Hupmesron. Now, then, that is
purpose getting rid of these worrout ty
service, but who have lost a considerabl
General Carrer. You are talking a
retire because of motivational exhaust
Mr. Huprresron. Yes.
General Carrer. This sort of operati
Mr. Huppreston. And that is the p
him.

litary retirement. It would
service retirement. I don’t
nder which a person could
the military-—he can retire
e at age 40, some of them
1ing, and get in another 5 or
ntirely added on retirement.
of inducement to recruit its
ements to go along with it.
stem here now. And this is
I don’t care to pursue it
is just one little facet of this
> to look at and look at very

rief question.

the top of the chart is the
liate annuity, age 50 at 20
‘irement. ?

dual request of the employee,
OT. :

the provision that has as its
pes who have rendered good
» amount, of their motivation.
wut the fellow who has to
on or family problems?

n; yes, sir.
ovision that would apply to
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Now, that is purely voluntary on his part?

Mr. Ecnaovs. Right. :

General Carrer. Yes, sir. : :

Mr. HuppresroN. How will that accomplish the urpose for which
it is intended? Except it would be an added inducement for him
to retire. But if he refused to retire, then what recourse would you
have?

General Carrer. Well, the Director may at lLis diseretion, if he
has reached the proper age and service under this new proposed
system, retire him.

Mr. Hupopreston. He can retire him at age 507

General Carrer. Yes, sir; with 20 years’ service, whether or not
he wants to retire.

Mr. Huppreston. In other words, it is not only at the option of
the employee, but it is at the option of the Agency, also?

General Carter. Yes, sir; option of the Director.

Mr. Hupprrsron. Well, then, the .chart that was on before said
that the mandatory age of retirement was 60—the chart that was
up there first.

General Carrur. Yes, siv. That is mandatory, sir, and that is the
age beyond which he cannot be employed.

Mr. Huppreston, So it is mandatory at age 60, but optional on
‘either side, either the employee or the Agency, at age 50 with 20
years of service, - : :

General Carter, Well, it is optional on the part of the Director in
both cases. Tt is optional on the part ot the employee, providing
the Director opts also, or accepts the option.

Mr. Hupbresron. At age 50 with 20 years’ service ?

General Carrer, Yes, sir. It is really a discretionary authority
on the part of the Director.

Mr. Huppreston. And so the Director can compel retirement at
age 50 with 20 years’ service? : :

General Carmir. Yes, sir,

Mr. HubpLeston. If he is fit ?

General Carter. Yes, sir.

Mr. Hyppreston. Thank you. .

General Carrer. We have right now under the civil service system
.2 Board of- Officers, senior officers, which reviews all of our person-
nel who are eligible for retirement within the next 2 or 3 years.
And they meet periodically and go over these cases, And then they
advise that officer, again with the a proval of the Director, just what
his chances are of being held on Eeyond the normal age of retire-
ment. : : .

So that he has information” within 2 years before he might nor-
mally be eligible.for retirement whether or not his capacity is such
that he will be kept on. :

Mr. Houvoresron. And if this bill is passed, then that would be
age 50 with 20 years’ servico? » '

General Canrer. Yes, sir; it could be.

Mx. Rivers. Mr. TTuddleston, are you finished ¢

General Cartrr. Providing he met all the other requirements of
this limited group of employees for whom this legislation is designed.

Mr. Huppreston. T am finished. ‘ '

Mr. Rivers. Now, Mr. Gavin, did you have a question ?
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Mr. Gavin. This extraordinary person that you propose under
vhis b-year system: Supposing his work is completed 1n 3 years,
and he leaves the profession, that he has well established. Do you
think he is going to come in for the limited time that you might
sequire—and say it would be 3 years—-for the particular purpose,
“hat you may require him, and ve satistied with the arnuity that
you are going to pay him after he leaves a very responsible position
:hat may have taken years to secure?

General Carrer. Well, I think the lchoice, sir, would be up to
che individual circumstances for each person.

Mr, Gavin. Whether or not he would accept——

General Carrer. It is some incentive, sir. It is some incentive,
and not a great deal.

Mr. Gavix. Well, if you 17equired{ a professional man for a
certain particular assignment, and that assignment had been com-
pleted, and you had no further use for| him, do you think he would
be satisfied with the annuity that he jwould receive after 3 years,
to leave his present position to come in to render a special service
for you, or your department?

General Carrrr. We would not nor{naﬂy take that type of per-
son on as a stafl employee, sir. We would take him on as a con-
tract employee or a contract agent, and hire him for an annual or
a 3-year contract at reasonable scale,l as we hired the U-2 pilots
who were on contract. And then when their services are over,
we are free of them. We have no retixfement or annuity respensibil-
ities at all. |

Mr. Rivers. This would be strictly a %pecial contract ?

General CarTER. A special contract; yes, sir.

Mr. Rivers. Now, Mr. B]andford,r you have a letter there-—
before we recess.

Mr. Branprorn. Yes, sir.

Mr. Rivers. We can’t meet this afternoon because we have a
bill on the floor.

Mr. Br.axproro. All right, sir. '

I think I should read so that General Carter and others can take
the appropriate action.

Mr. Rivers. Now, I want you 21l to hear this.

Mr. Branprorp. The letter is add;ressed to the chairman, Mr.
Vinson, from the Committee on Ways and Means:

Hon. CaRrr VINSON,

Chairman, Committee on Armed Services,
17.8. House of Representatives !

My Dear Mr. CHARMAN: It has come 1%0 the attention of the Committee
on Ways and Means that TLR. 7216, whicll you introduced at the. request of
the administration, and which would amend the Central Intelligence Agency
Act of 1949, contains provisions relating to the Internal Revenue Code. It
has been the practice of the Committee on Ways and Means in such cases
to request the committee concerned that it not act on provisions within the
Jjurisdiction of our committee until we hdave had an opportunity to review
the provisions and submit to the commitfee concerned whatever action the
Coml_n‘ittee on Ways and Means feels sHould be taken on the particular
provision. i

SBome of the better known examples, of which you are nct aware, are:
The Federal highway program (Committée on Public Works), wherein the
Ways and Means Committee handled the highway trust fund provisions; the
Peace Corps legislation (Committee on Foreign Affairs), wherein our commit-
tee handled the tax and social security piovision; legislation relating to the

|
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Silver Purchase Act (Committec on Banking and Currency), wherein the Com-
mittee on Ways and Mceans handled the tux features; and more recently, the
land and water conservation legislation (Committee on Interior and Insular
Affairs), wherein we handled the tax provisions.

In line with this policy of the Committee on Ways and Means, this letter
is to request that you permit our committee to review the tax provisions of
ILR. 7216 and submit to you whatever our suggestiong may be as to these
provisions. It has been our practice in such ecases to recommend that a
separate title be written in a bill concerning those matters within our juris-
diction on which we make recommendations. We' write the language which
we suggest on suell separate titles, as well as the report language on them.
In the past, where the committees to whom the overgll legislation has been
rveferred see fit to accept our suggestions, they have reported their legislation
using our suggested statutory language and report language. I am enclosing
for your information a copy of the report on IH.R. 6713 of the 87Tth Congress,
the Federal Aid Highway Act of 1961, ‘as an example of this procedure (see
p. 13),

. We) always make every cffort to consider the part of the legislation of in-
terest to us expeditiously, so as not to delay in any way the schedule of the
committee to whom the overall legislation has becn referred.
Sincerely yours,
WIrsur D, MirLs,
Chairman.
JouNy W. Byrnrs,
- Ranking Minority Member.

Mer. Chairman, T discussed with Mz, TIrwin of the Ways and Means
Committee this morning this bill, and indicated that our schedule
at this time was to complete the subcommittee hearings this week, by
Thursday, and report the bill to the full committee by Tuesday.

I would like to suggest, therefore, that the CIA representatives
take this bill, TLR, 7216, discuss it immediately with the Ways and
Means Committee, and try to work out a separate title and a separate
report which the Ways and Means Committeo can approve, which
then could be—we could strike out the Internal Revenue language
in 7216, add a separate title with whatever they approve with regard
to the Internal Revenue Code, and report the bill with their suggested
language,. and their suggested report language, which would comply
with their request. Because we are in their Jurisdiction’in two aveas,
to the best of my knowledge, one on disability vetirement. and the
other on gifts.

General Carrer. Yes, sir; we will undertake to do that immedi-
ately. '

Mr. Rivers. Why don’t we follow that course and see what comes
out of it. - - : .

Mr. Branprono. Yes, sir.

General CarTer. Yes, sir.

Mr. Rivers. You can get them to do that today.

General Carter. T am sure, if we can get right at it.

Mr. Braxororo, I am sure it can be brought to their attention
today. ... :

And they ought to have something to bring back to us certainly
by next week.

Mr. Rivers. Let us do that.

Have you finished your statement ?

General Carrer. Iixcept for disability retirement, sir, which we
can—-— .

Mr. Rivers. We had better get to the floor. I don’t think that
will——

General CArTrr. Yes, sir.
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Mr. Rivers. Why don’t we recess until 10 in the morning, Greneral ¢

And if you could be back then, I think we can get moving.

Mr. Branprorp. 1f everyone will leave: —

Mr. Rivers. Now, everything be left.

Mr. Batss. Is this [displaying document] the only thing that is
classified ?

Mr. Housrton. Yes, sir.

General Carrer. Yes, sir.

Mr. Bargs. The rest of it is all right?

Mr. Housron. Yes, sit.

Mr. Rivers. Thank you very much, gentlemen.

Mr. Carrer. Thank you, Mr. Chairman.

(Whereupon, at 11:52 a.m., the subcommittee adjourned until
“WVednesday, July 24, 1963, at 10 a.1m.)

THousk OF REPRESENTATIVES,

ClOMMITTERE 0N ARMED SERVICES,

SvupcomMrrrEe No. 1,
Washington. D.Cy Wednesday, July S, 1963.

The subcommittee met at 10:50 aum., Flon. L. Mendel Rivers, chair-
man of the subcommittee, presiding.

Mr. Rivers. Let the committee come to order.

General Carter, if you will start your statement.

Have we got any more copies of rhis?

General CarTen. Yes, sir.

Mr. Houstox. Yes, sir.

Mr. Rivers. 1 would like for the other members to have therm.

Mr. Houston. I will give them out.

Mr. Rivers. Go ahead, General Carter.

General Carrer. Mr. Chairman, the [Agency is represented by the
same people who were here yesterday, and also Mr. Woodyear from
the State Department, who is the expert on the admmistrative
and personnel actions in connection with their legislation.

Yesterday, in compliance with the| chairman’s instructions, the
staffs met with the House Ways and Means Clommittee, and tomor-
row we will have a hearing with that committee which will be
handled by Mr. Houston.

At the moment we do not anticipate any difficulty with the Ways
and Means Commitiee.

Mr. Rivers. Good.

General CarTer. When this subcommittee recessed yesterday I had
been discussing the involuntary retirement provisions of the pro-
posed CIA retirement system—In particular the feature of this pro-
posal which would permit the payment, of an immediate annuity to an
employee in grade (:S-14 or above who is involuntarily retired or
selected out, after 5 or more years of se rvice.

A number of points came up in this discussion, and with your per-
mission T would like to start today by deseribing some of the main
considerations involved. '

Both under the Civil Service Retirement Act and the Foreign
Qervice Retirement Act an employee who has at Teast 5 vears of serv-
ice has earned a deferred annuity if he leaves the service before

g ] t. ,(] t' ] t age.
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Under our proposed system the same entitlement to an annuity
is earned.

The novel feature of the provision, therefore, is not the individual’s
entitlement to an annuity. The question is whether this annuity
should commence immediately upon the involuntary retirement of
an officer at GS=14 or higher or whether it should be deferred.

We believe that an immediate annuity is warranted for the employee
in GS-14 or higher who is retired involuntarily. Officers at this grade
level, almost without exception, will be at least middle aged and at a
considerable disadvantage in beginning new careers. Depending on
the number of years he has served, such an officer would receive an
annuity of 2 percent per year of service which would provide at least
supplemental income permitting him to take other, perhaps less re-
munerative, employment.

I think it would be timely to describe the career management of the
particular group involved in this early retirement system we are pro-
posing, and to show how unlikely it would be that there would be in-
voluntary retirements at the GS-14 level with less than 10 or 15 years
of service, except in the most unusual and limited circumstances.

Mr. Rivers. Now, if a man just had the 5 years, which would make
him eligible, and he were a GS-14, how would the 2 percent per year
come in?

General Carrer. If he were eligible for retirement under the criteria
established by the Director for this limited number of people in the
Agency?

Mz, Rivers. Say he just got qualified, he just had the 5 years.

General CArTER. Yes, the 5 years. He would be eligible for an an-
nuity amounting to 10 percent of his average salary over the preced-
ing b years.

Mr. Rivers. That isright.

General Carrer. Thatishis 5.

Mr. Ravers. That is the way it goes.

General Carter. Ten percent.

So if he was an $18,000-a-year man

Mr. Rivers. Ten percent, he would get $1,800.

General CarTer. ITe would get $1,800 a year ; yes, sir.

Mr. Rivers. Fiveyears, he would get twice that.

General Carrer. In 10 years he would get twice that.

My. Rivers. T mean in 10 years he would get twice that,

General CarTer, Yes, sir.

Mr. Rivers. And if we keep in mind it is always a GS-14 or an above
with a minimum of 5 years, we understand this.

General Carrer. Yes, sir; that is correct.

This group which is subject to our retirement program-—

Mr. Rivers. Let me interrupt. Under your recommendation, there
would be nothing deferred at all until they hit the 62, or whatever it
is?

General Carter. For GS-14’s and above; yes, sir.

Mr. Rivers. They would get it immediately.

General Carrer. They would start getting it immediately.

Mr. Rivers. Becanse of the advanced age and so forth.

General Carrrr. They are at least past middle age.

Mr. Rivers. I understand.

General Carrer. Yes, sir,
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Mr. Rivees. I understand perfectly.
General Carrrr. The group subject t
our program has a remarkable cchesiva

RDP78-03721A000100050005-9

o the retirement provisions of
ness and tenure.

We have a recruiting program of young highly qualified people of

average age in the middle 20’s—of those
the average age is 27. One happens t
average age of our junior officer {rainces
Mr, Ravers. Now, when they come ab
into the organization, after this training
General Carrer. They will come in as
Mr. Rrvers. And what do you call the
General Carter. We call these junior
Mr. Rivers. Junior officer trainees.
General Carrer. And they are on p

after a very extensive training program.

The training consists of both special c¢
unique arts of intelligence and their
training in various divisions within the A

As a rule, they are GS-T’s and GS-8s.

Mr. Rivirs. As a rule.

General Carter. As a rule.

They progress into regular assignmet
pending almost entirely on promotion f
men{—that is, going out and bringing

5 be 21.

rom within.

we presently have in training
One is 35. But the
1s in the 25-year group.

pard—that is, when they come
—what are they?
(+S-T’'s and 8’s.

GS what?

se people when they come in?

oflicer trainees.

obation with us for 3 years,

urses in the difficult and often
elated fields, and on-the-job

\ gency.

ts in their career service, de-
Lateral recruit-
them in—particularly at the

hniques and experience neces-
of our career staff officers are
(ile of the trained and experi-

higher grades, is most unlikely as the ted
sary to fulfill the larger responsibilities
10t generally known or practiced outsi
sneed Agency stafl’ people.

Mr. Rivers. Say somebody were to cdme to a Member of Congress
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and say, “I would like to be considered f
aever experienced it, myself,
Mr. Harpy., Well, I have,

Mr. Rivers. I know.

Mr. Haroy. If he comes to Congress, it

Mr. Rivers. Well, how do they do?
over to personnel ?

General Carter. I didn’t cateh the last

Mr. Rivers. They write to-the Directd

General CarTeR. Yes, sir, they can wr
und up with the Director of Personnel.

Invariably we interview them and find
that we need, and in many cases we pr
tions.

I might point out that a letter to the T
isno gnarantee of employment.

Mr. Haroy. Itsureisn’t.

Mr. Rivers. I know that.

General Carter. As I say, a letter to
of employment,

Mr. Rivers, Do you have some kind o
1*BI, for instance, as an area to get pco

General Carrer, We employ a numbe
cusly with the FI3 1.

Mr. Rivers. I would imagine so.

But it does

or a job in the CIA.? I have
't help,

doesn’t help a bit.

Do they just turn them right

phrase, Mr. Chairman.
r or the Chief of Personnel?
te to the Director and it will

| out if they have capabilities
pecess their complete applica-

irector from a Ccngressman

the Director is no guarantee

f an understanding with the
vle, with their help?
r of people who were previ-
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General Carter. We have the closest relationship with the FBI
particularly in ascertaining the security clearances of personnel before
we take them on board.

Mr. Rivirs. Do you have any kind of agreements with any of the
universities ? o

General Carrer. Yes, sir, we Liave a comprehensive recruiting sys-
tem throughout the universities. And in fact, the junior officer
trainees that we now have on board have come from 66 different in-
stitutes of higher learning. Ome-third of them have master’s de-
grees or better. They are a very high-class group of people.

We have to do our recruiting somewhat quietly in that we don’t
advertise the type of work that they would be subjected to. But as
soon as we have a college graduate or a young fellow who seems
oriented in our direction, we get right with him and give him a better
idea of the career that we can offer him in the agency.

Highly specialized skills needed on a temporary basis, as distinct
from a permanent career basis, can be and we do acquire by contract
or by reserve appointments. Neither one of these are eligible for the
refirement provisions we are now proposing. :

This indicates, 1 feel, that employees will not normally reach the
grade of GS-14 unless they have had at least 12 or 15 years of service
and in the career service.

The 5-year period which we discussed yesterday, therefore, is a
repetition of the Government-wide principle that eligibility for re-
tirement benefits commences only after the completion of at least 5
years of service, and in practice retirement at. that time would not take
place except under the most exceptional circumstances,

I would like to emphasize our basic concentration on the junior
officer training program and the establishment of a career service in
which people will remain throughout their Government service,
progressing through the ranks.

Mr. Harpy. Well, what percentage of CIA employees would be
covered by the liberalized retirement provisions that you have here?
General Carrer. Between 25 and 80 percent of our employees.

Mr. Harny. All right. '

General CarTer. Yes, sir. If at the time they are eligible for re-
tirement they meet the criteria established by the Director, they
are at all times eligible for the Civil Service Retirement Act. :

Mr. ITarpy. Yes: I understand that.

But you are getting right down to the point. And T think maybe
Mr. Blandford should develop this more fully.

But you are getting right down to one of the key points in this
whole thing, _ '

What kind of guidelines or statutory guidelines are going to be
provided to keep everybndy in CIA from being eligible for this kind
of coverage?

Mr. Ruvers. Let me take a whack at it———

Mr. Branprorn, That is the key to it.

Mr. Rivirs. Wait now. That is important.

Once you get into this career field you remain in it until you are
out of the service, because you are always subject to recall to Washing-
ton for retraining and any staff job you have here would be deemed
temporary.

Mr. Buanororp. Well, Mr. Chairman——
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Mr. Rivers. Wait now.

Mr. Bra~ororp., That is not correct in

Mr. Rivers. Well, it is the identical
nent. You have Foreign Service oficers.

M. Braxproro. Perhaps Lean clarify

Mr. Rivers. Tsn’t thisright, General ?

Mr. Branororp. The problem that M
he problem that we have got to know the

That is, this bill, statef by itself, says
‘%ill be in this retirement system and who

What do you do with a man who af
business comes back to Washington. I
least he has lost his desire to engage in
him an assignment in Washington.

And does the Director at that. point
out of this retirement fund and you ar
service retirement. fund?”

Now, the question is, does he get 2 p
activities?

How do you handle something like this?

How do you put the brakes on the nus
into this program? Tlow do you han
man who 1s In one operation, or cne sy§
another one?

These are the things I think Mr. Hard

Mr. Rivers. That wasmine, too.

1 figured once he was in it, he wasin it.

General Carrer. No, sir.

Mr. Branororp, Not necessarily.

General Carrer. No, sir.

his respect.
way with the State Depart-

some of this.

r. Ylardy raises, and I think
answer to, is this:

the Director will decide who
won’t.

ter 6 or 7 or 8 years in this
Tis motivation is gone, or at
such activities. So they give

say “Now we are taking you
¢ going back under the eivil

ercent for each year in those

2

mber of people that can come
1le the problem between the
tem, and then goes back into

y is trying to develop.

The only time he is sure that he is in it is when adjudication has
been. made by our own Retiremens Board and by the Director that he

isin fact eligible for early retirement.

Mr. Rivers. Well, if he has got 10 3
comes under this, he can come—of cours
can get out with 2 percent a year, as Mr. §

Mr. Braxprorn. He could, but he m
employee of the CIA.

Mr. Rivers. Take the 10 years over he
the 10 years over here under the civil serv

General CarTEr. No, sir.
- The deduction from his pay throughg
pereent.

Mzr. Rivers. Six and a half percent.

General Carrer. Yes.

1t is not until his retirement criteria
knows whether or not he is eligible for th

Mr. Rivers. Well, at the end of 20 year

General Carrter. If it is early retire
early retirement and be passed oa by a
the Director as having met these peculian

Otherwise, he would retire under wh
are available to him.

Mr. Rivers. Well, this is going to pres
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rears’ qualifying service and
e he is already a (tS-14. Te
3landford says.

ight want to continue as an

yre under the special one, plus
ice?

ut his service is the same, 614

s actually determined that he
bse provisions.
s he will know.
ment, he will have to request
ur Retirement Board and by
requirements.
tever civil service provisions

nta problem.
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Mr. Branororn. Well, it is a problem to this extent, also, Mr. Chair-
man :

Really, what you are asking this committee to do—it seems to me
that what we are being asked to do here is to give to the Director of
the CIA a great deal of authority to determine how he will operate
two different retirement systems. :

Mr. Ecnois. Yes.

Mr. Branororp. The only thing you can do is put faith in the Di-
rector and then future Directors, that they will not abuse the system.

The only way we can check on the system would be to have the CTA
come back here at some future date and say, “How many people are
now considered to be covered under this type of retirement ?”

This is the only control the Congress will have over it. The way
this bill is set up, you will get a separate appropriation for retirement
from some source, in order to pay this.

General Carrer. That is right.

Mr. Branwrorn, So therefore you are really asking for a great deal
of authority comparable to the authority we gave you back in 1948,
in which we said you could have unvouchered expenditures.

Now, actually, I suppose, in some respects you could do a great deal
of this under the very general authority to spend funds without ac-
counting for them.

General Carrer. T don’t think it is quite this way, sir.

The anthority we are asking for for 25 percent of our people. is
gle authority which is already in existence for the entire Foreign
Service. .

So we are not asking for anything at all that has not already been
clearly established and provided for for the large bulk of one agency
which serves overseas. :

Mr. Bravprorp. That is right, General.

But the point is this. The Foreign Service officer is easily identi-
fiable. He enters into the Foreign Service, and this is on a career
basis for him.. He is promoted or passed over. It is a promotion
system.

e has 2 gnaranteed retirement system which guarantees him that
if he is still active in the Foreign Service at the end of 20 years he
can apply for retirement. '

I don’t believe it is a vested right. I think it is up to the Secretary
to decide whether he will retire or not retire upon the completion of
20 years.

l%row, what you have done is to take the retirement system that
best meets your needs—rather than create a brandnew retirement
system, you have taken the Foreign Service Retirement Aect and
said. “Let us apply the best provisions of the Fireign Service Retire-
ment Act to our own perculiar problem.” °

Now, nowhere in the bill is there a limit on the number of people
that this can apply to.

You will have a problem that the Foreign Service officer does not
have, and that is: you will have people going from one type of opera-
tion into a staifl job in Washington. _ ,

This is bound to happen.: You are bound to have people at the end
of 10 or 12 years who will come back to Washington, and you will make
them a branch chief, and they no longer, all things eing equal—
the Director in good conscience can’t say, “Now, you are no longer
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eatitled to participate in this special reti

t> come under the regular civil service r
Now, of course, when that happens, th

Lave a choice. Because he is getting 2 p

vras covered under the special retirem

switches back over into the civil service ref

to 114 percent, and he must then meet
qualifications.

And this is going to be a problem for CI,
Whether or not the individual at that 1

be allowed to take an annuity is one of
i this bill.

Mr. Strarron. Mr, Chairman, could L4
Youstill have the floor, Mr

My. Rivers.
Mr. Haroy. Yes, but the whole thmg
Mr, Rivers. Let me say this.

My, ITarpy. Go ahead.

Me. Rivers. Let me say this.

Why couldn’t we take it at this peint?

You are speaking for the emplcyee’s 1

Mr. Br.anDprorp. Yes.

Mr. Rivers. He has the right to have h
Why shouldn’t we put something in the
ctatus shall have the right to have his sta
Mr. IIarpy. Of course you are giving

wlmost anything he wants to.
Mr. Rivers. I know. But the Directo
We have to give the employee some rig
ing about?
Mr. Buanprorp. Yes, sir.
The problem—I can certainly apprec
bill has to be fairly broad.

There will be problems that will come {

{o control it by law it would be almost
{0 solve every problem.

Mr. Rivers. Right. You have to havea

Mr. StratToN. Mr. Chairman

Mr. Harpy. If this thing becomes 1a
“ong before everybody in CTA will be co

Mr. Buanprorp. That isthe problem.

The only way you can contro] it is by
and asking the Director to report, back
of people who are in the program.

Mr. TTarpy. You don’t write good le;

Mr. Braxororp, No. But T don’t k
¢o do that here.

Mr. Haroy. There is one other aspect.

I realize the point the General mg
already applies to everybody in the Forei

Yes, T realize that is so. But ir my b
think the Foreign Service ought to ha
have got.

Mr. Rivers. Well, we can’t do enythi

ement fund. You are going
btirement system.”

s individual may or may not
ercent for each year that he
bnt system. And when he
irement fund he drops down
the civil service retirement

A ‘
oint, if he is a GS-14, should
the questions that is solved

sk a.question ?
Hardy.
s one that was left——

ights too, Mr. Blandford.

is rights adjudicated.

act that a man in a changing
tus determined at that point.
the Director the right to do

i may not want to do it.
ht. You see what I am talk-

inte why the language in the

1p here that if you attempted
insurmountable, if yeu tried

1ot of discretion.

w as it is, it won’t be very
vered under this program.

faith in the Director, really,
to the Congress the number

rislation that way.
how how else you. are going

de a minute ago, that this

on Service.
pok it is wrong. And T don’t

ve as much latitude as they

\g about the Foreign Service.
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This is the first time, I want you all to keep in mind, that we are
trying to:legislate for an organization that has not been a part of
our American way of life since its inception. This is a new thing
we have here. ‘

Mr. Harov. I think that is right, but——-

Mr. Rivers. This kind of work has just not been our business. And
those whom we have in it we have to take care of.

Mr. Harpy. Yes, but we don’t want to fall flat in trying to do it.

Mr. Rivers. I was impressed with what Mr. ITelms said.

Where did you come from?

My, Heems, Where do T come from, sir ?

Mr. Rivers, Yes.

Mr. HeLms. You mean what did I do before I came in this worlk?

Mr. Rivers. Yes,

Mr. HeLms. I was anewspaperman.

Mr. Rivers. You see, you never got in the ground floor of the For-
eign Service. They haven’t-accepted you yet. So you got your prob-
lems, too. And we got, to recognize that you got problems.

And you have to recognize that we are not—this committee is not
looking with suspicion on you gentlemen.

Mr. Bares. Ileis making good progress.

Mr. Rivers. You are getting better all the time. The committee is
warming up to you more all the time, as you can observe.

General Carrer. Mr. Chairman

Mr. Gavin. Mr. Chairman,

‘What happens to a Regular Army officer who is assigned to the For-
eign Service? Is he entitled to any benefits or is he just with the
Regular Army assigned to the State Department ?

General Carrer. He is with the Regular Ariny and retains all of his
military benefits.

If he chooses to leave the Regular Army and transfers to the For-
eign Service and is able to accomplish this, then he comes under For-
eign Service regulations.

Mr. Gavin. Do you have many that come from the Regular Army
that decide to transfer to the Foreign Service ?

General Carrrr. I know offhand of only one, sir—Ambassador By-
roade has done this. He was a brigadier gencral in the Army. He
resigned from the U.S. Army, and forfeited all of his—about 16 years
of equity—and then took the Foreign Service examinations, passed
them, and he is now the rank of Ambassador.

Mr. Gavin, While he is still in the Regular Army, is he entitled to
any special benefits that might accrue under this system you pro

General Carrer. None whatsoever, sir. He is no longer in the mili-
tary service at all.

And I served in the State Department for 3 years, but 1 was on the
I%ﬁ’litary pavrolls, paid by the military, working for the Secretary of
State.

Mr. Strarron. Mr. Chairman.

Mr. Rivers. Mr. Hardy, have you finished %

Mr. Haroy. Mr. Chairman, I am finished with this. If Mr. Strat-
ton wants to pursue it ?

I have some other points Inter on. But I will yield now.
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General Carrer, Mr. Chairman——

Mr. StratroN. Mr. Chairman. I wou
clarify this.

This bill is requested for a limited n!
have indicated to us generally the num
apply to.

Now, do I understand that there is

Mr. Gavin. I wonder if you would t4
lLiear you over there.

Mr. StratTroxn. [ didn’t realize the oth
were interested, Mr, Gavin. T would be vé

Mz, Bates. Oh.

Mr. Strarron. Do I understanc that
in any formal sense between an individua
und an individual who isn’t?

In other words, you are not under an
happen to be performing a particular fi
13 that right ?

General Carrer. Well, sir, we have in
system, and this would be one of those car

Mr. Strarron. Well, now, if a man is

ice, is he assigned to that particular service

General Carter. Yes, sir. This does n
subsequent date to some other position
that.

Mr. Stearron. Now, thisis what I wan

When he comes back to Washington
i3 he then transferred out of that service?

General Carrer. No, sir. e remains

Id like to ask one question to

umber of your people. You
ber of persons that it would

lk‘ a little louder. \“V(% can’t

cr members of the committee
ry happy to.

there is no actual distinction
| who is in this type of service

different register. You just
mction at a particular time;

the Agency a career service
beT Services.

hired for CIA for such serv-
N

ot preclude his transfer at a
if he seems better suited to

bto get clear.
or a staff job, does he then—

assigned to that service, and

kis duty assignment is established based on need.

Mr. StraTron. Then—

General Carrer. It is the same thing

sir, where you have Signal Corps, Trans
80 0N.
Mr. Stratron. Exactly.

ITe comes back and, in a sense, is rotat

that right?
General CarteR. Yes, sir.
My, StraTron. All right.

as in the military services,
portation Corps, Armor, and

ed for a little shorve leave; is

Then this would not mean that you would have people transferring
ia and out every time they came back here, and that as Mr, Blandford
suggested  a moment ago, everybody in ¢IA who might tonch foot—

everybody in CIA might touch foct briei
fore everybody will become eligible for thr
I'f you operate the way you suggest, tha

(reneral? o )
General Carrer., Well, this is certain
operated.

ly in that service, and there-
s bill.
t wouldn’t be true; would it,

y not the way it would be

I think Mr. Blandford’s point was that the way the legislation is
vorded, if you had a director in whom you did not have faith, he could

do this.

Mr. Rivers. Ithink that is absolutely rij

General Carter. T think that is Mr. B

M. Branprorp., That isall Tam saying

th.
andford’s point. -
, General.
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Mr. Rivers. That is right.

Mr. StraTron. You have a particular category. The number of
people that are in this category is known. It is a reasonably fixed
number. And unless some shenanigans, that isn’t going to be changed
without some considerable knowledge of that fact; is it?

General Carrer. Well, some of the people, sir, even in that career
service may never become involved in the type of activity for which
this special retirement act is requested. Some of them may never.

On the other hand, we also have officers

Mr. Strarron. I don’t understand that.. Some people in this partic-
ular service may never become eligible for the type of coverage.

General CARTER. Yes, sir. :

Mr. Herus. May I explain this, Mr. Stratton ?

[Deleted. ]

Some analysts will probahly never go overseas and will never live
a life any different from any other civil service employee, even though
they work in that career service and support that service they would
not be entitled to the benefits under this retirement system.

Mr. Stratron. But that would be an administrative decision.

Mr. Herms. Correct. :

General CarTer. That is correct. :

Mr. StrarToN., Now let me ask one other question, if I may, while
Y have the floor.

General, you have indicated in your prepared statement here that
actually the people who would be eligible for this retirement after 5
years or more of service would be in the nature of the case a very small
number.

Now, the question, or the point that I was trying to make yesterday—
and T am not sure that T made it clearly—T would like to ask you about
again.

We are constantly referring to the term “selected out” or “involun-
tary retirement,” and T think the parallel with the military service is
the one that immediately comes to mind when you use the term “se-
lected out.” Tt implies that somehow an individual, an officer, has not
quite measured up to the norm. ITe hasn’t quite measured up to the
specific requirement, and so he is “humped out,” he is selected out,
or what have you. '

In your Agency is it not the case that people who might be selected
out or involuntarily retired in this way would not necessarily at all be
those who had failed to measure up, but, who because of the peculiar
nature of your work had found their usefulness coming toan end might
be selected ont but not necessarily because of any failure to measure
up. Isthat correct?

General Carrer. That is correct.

[ Deleted.]

General Carrer. T think your analysis is correct, that this is a selec-
tion out for reasons other than poor performance of duty in most cases.

Mzr. Houston. That would be true of many of those 125.

General Cartrr. Now as [ said yesterday, I personally, and with
great pain, relieved 125 employees last year within the Agency. [De-
leted.] I reviewed every one of those cases myself, acted on them
myself, and I tell you it was painful, because they were just surplus to
our 1'13(3(15. They had skills, in the most part, that we no longer re-
quired.
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But about the only thing I could do
them about what amounted to a year’s ps
prior to their departure, and to assist
Personnel in every possible way in ge
in the Government or in civil life.

Mr. Rivers. If you had had this act,
at this time, you could have taken adva
visions of this?

‘General Cakrer. I could have, sir, fd
above. And the bulk of them had servid

I could have given them an immedia
GS-14, T could have given separation p
they retired at age 60-—if they met the
might determine.

Mr. Gavin. Over what period of time?

General Carrer. This will be, sir, at the discretion of the Director,
based on recommendations established by the Retirement Foard of the
Agency. ‘

This is no different from the determin
the Federal Bureau of Investigation an
forcement agencies who have the same pr;

They can’t determine whether a man
20me.

Mr. StrarroN. General

Mr. Rivers. Right there, Mr. Stratton!

Mr. Strarron. Excuse me.

Mr. Rrvers. T just wanted to ask him
from the FBT Act? '

General Carrer. No, sir.
Act, as such.

Mr. Rivers. They have discreticn.

General Carrer. On retirement.

Mr. Rivers. They have discretion of h
ment. And they have 20 years.

General Carrer. With 50 years and 2

Mr. Rivers. Go ahead, Mr. Stratton.
Mr. StraTTON. Now, General, coming k
(General Carrer. That is an amendmer
1nent Act.

for most of them wuas to give
1y, 1 month per year of service,
them through our Director of
tting them reemployed either

thatis, were this on the books
ntage of the selection out pro-

r those grades of GS-14 and
c anywhere from 9 to 16 years.
te annuity. For those below
ny and an annuity at the time
requirements as the Director

ation that has to be made by
(L other detection and law en-
ivileges, of 50 and 20.

is eligible until the time has

Did you get any part of this
There is not what amounts to an FBI
iring and discretion in retire-

() years service, yes, sir.

ack
t to the Civil Service Retire-
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Mr. Rivers. The Civil Service Act, thal

Mr. StrarroN. Coming back to these 1

Mr. Stratrox. This sounds pretty muc
that we get in the hump legislation in thd
Iagislation in the Air Torce,

In other words, you just got a surfeit
somewhat become outmoded ?

General Carrer. Thisis what gererated

Fortunately, in some cases we found a
departments of the Government, and in
have these people reassigned even at a gr3
been giving them.

There was nothing wrong with them as

Mr. Gavin. Approximately, out of the
rlaced in other branches of Government ?

{

|

}

people.

isright.

25 that you said you relieved.

1 like the same kird of thing
Navy and the white charger

t people, of skills, that have

this, sir.

need for those skills in other

some cases we were able to
de higher than what we had

125, how many did youn get
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General Carrer. 125 we released from the Agency, sir?

Mr. Gavin. Yes. Tsay, how many did you find jobs for?

General Carrrr. In the neighborhood of 45 to 49.

Mr. Ecniors. Right. ,

General Carrer. I can furnish the complete records if the committee
would so wish.

Mr. Gavin, Did the State Department take any of them?

General Carrir. Yes, sir.,

Mr. Gavix. Approximately how many? :

Greneral Carter. As I recall, sir—and I would have to give you the
figures—there were two or three who transferred to the State Depart-
ment.

A number to the Department of Defense, several to Agriculture and
Commerce, and many within our own Agency transferred from an
activity in which they had been determined surplus in - their service,
but we were able to, by retraining, reorient them so that they were
capable of performing adequately in other services.

Mr. ITarpy. I would like to pursue this one point, if I might, because
I had this one down here as a note, too. _

We are talking now about some specific involuntary separations.
And T wanted to inquire as to whether you had statistics which you
could furnish now, if you have them, and if not, later on, as to the
number of involuntary separations over a period of years, the length
of service, and the age groups in which they fall, and also the grade
at the time of separation.

Now, we have been talking about this 5-year thing. I don’t know
whether—do you have such figures as that? Iave you compiled them ?

General Carter. T don’t think T have them here, sir, but T know in
most every case.

There are a total of 191 personnel that have been involuntarily
considered for separation from the Agency in the past 2 years.

This program has only been in existence 2 years. .

Mr. Harpy. Well, then, you ought not have much trouble in de-
veloping the figures on it. B

General Carrer. No, sir. We have all the figures. I do not have
them with me.

Mr. ITarpy. T think they would be very important in our discussion
of this retirement, regardless of age, for those above grade 14.

How rr@mny of those have been actually separated, of people above
grade 147 .

General Carrir. Do you have those figures, by any chance?

Mr. Ecuors. Of last year’s exercise, {o which the general referred,
28 of the group were in grade 14 or 15.

Mr. Harny. Well, grade 14 or above.

Mr. Ecrrors. Fourteen and above,

Mr. Harpy., Twenty-eight.

Now, what was the length of service of those people, now? Tlow
did they vary?

Mr. Eciors. One had 30 years’ service; 16 had 20 to 24 years’
service; 7 had 15 to 19 years’ scrvice; 3 had 10 to 14 years’ service,
and 1 had 9 years’ service.

Mr. Haroy. All right.

Now, of your seven, what age groups did they fall in?
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Your seven, three, and your one—-let
years.

Mr. Ecwmors. I am sorry, I do not
dividuals.

Mr. Haroy. Well, I just wonder if we
thing that actually isn’t too important,

age limitation on there as well as a ri
would happen below grade 14. Below g

ceferred annuity.
(General Carter. Yes, sir.
Mr. Harpy. And that is anybody.
General CartER. Yes, sir.
Mr. Harpy. So I think we ought to u
in%about with respect to these above gra
ecause most of the ones that you hay

1t wouldn’t have made a bit of differel

service was above 20 years.
General Carizr. That is correct, sir,
'This is one of the reasons we would 1i
though the bulk of these people would
vnder this retirement bill for the 50-20.

Mr. Harpy. You are going to have td
to convince me that you ought to have

retirement after 5 years of service regard
I don’t care if the State Departmen
ray book. And I don’t believe you can ju

I don’t believe you have any real virty

And certainly we can find an age pe
coupled with length of service should m

into this language, which will permit sq

tions.

And I am not suggesting that the pre

have the discretionary authority are goin
But when we set up legislation that p
Ii%}{][t wide, and that is the thing that 1 ax
Mr. Buanprorp. Mr. Hardy, may 1 con
There is a problem here, also, (yeneral
which Mr. Hardy alludes, first, with reg
¢ Iready been released.
May I ask whether this bill would
¢Iready been released from CIA ?
General Carrer. It is not intended t

110, Sir. _
Mr. Branororp. All right. That is pa
Now, point 2. A man is put into t}

reread this bill, section 251 and 252 a
he takes with him for retiremert pur
service employment and all of his militar

General CarTrER. Yes.

Mr. Branprorp. Now, under this, the
man to be covered in this type of a re
spend only 1 or 2 years in qualifying ser
90 years of service which would be mul
he would retire at age 50, we will say, wi
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s talk of the ones under 20
have the ages of these in-

aren’t worrying about some-
wd if we shouldn’t have an
uht to deferred annuity, as
rade 14 they can vetire on a

nderstand what we are talk-
le 14.

e separated above grade 14:
1ce, because their length of

ke to get this retirement, al-
not have been eligible even

do a lot of fancy finagling
this business of immediate

ess of age.
t has that. It 1s wrong in
stify it.

e in the thing, to start with.
riod in there based—which
pet the need, without getting
many screwball determina-

2zent, incumbents who would
o to abuse it.

ermits it, you open the door
1 objecting to.

nment on that?

1, in connection with this to
rard to the people who have

in any way benefit: anyone
o have this bill retroactive,

int 1.

is retirement system. As I
d 253, if it is left in here,
poses all of his prior civil
v service,

1, it would be possible for a
tirement, system who might
-ice, and then he would have
tiplied by 2 percent, so that
hout any loss in his annuity,
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and he would have received credit for all of his civil service employ-
ment, all of his military service, and yet only have contributed 2
years in qualifying service.

Isn’t that possible under this bill?

General Carter. It is possible mechanically under the bill, sir, but
in my opinion it would be a most indiscreet Director and a totally in-
effective retirement board who would accept him as part of this
program.

r. Branororp. Could we have a commitment from you that under
no circumstances will an individual be allowed to qualify for retive-
ment or be permitted to retire if such a system is mitiated who has
had less than 5 years of qualifying service ?

General Carter. I don’t think this would hurt us at all.

Mr. Harpy. Then we ought to put it in the bill.

Mr. Bexnerr, Put it in the statute.

Mr. Harpy. Because while he can commit himself, he can’t commit
his suceessor.

Mr. Branororp. No, sir.

I am raising the point. Because these are the problems—I am
merely talking about what the law would permit, and not what yon
are planning to do.

This law, as I see it, gives credit for all prior military service and
all prior civil service that you had.

Now, you could, under this law, come in for a very short period of
time, be employed by CIA for a very brief period of time, relatively
speaking, and then he could apply upon the completion of 20 years
total Government service for retirement under this special retirement
provision and immediately receive a full annuity, something not pos-
sible under civil service.

Now, don’t you think we ought to provide in here that a person
would have to be a participant in the retirement fund for # num-
ber of years under this special retirement fund, z number of years
before he would even be eligible to apply for retirement ?

Don’t you think it would strengthen your bill ?

General Carrer. Well, if our bill needs strengthening in this re-
gard to become part of the legislative program, I would want to
run a quick check to see just what complications were in this before
we said 5 years, 10 years, or whatever it might be.

I submit that there has got to be some degrec of discretion, it
seems to me, left up to the Director just as it. is presently left up to
the Director of the Federal Bureau of Investigation, to the Director
of the Secret Service, and other activitiés who must make a similar
determination.

Mr. Braxororp. I think the whole bill—-

General Carrer. I just don’t know.

Mr. Branprorp (continuing). Is based upon the discretion that
you are going to vest in the Director.

But I think the points that are being raised, that Mr. Hardy has
raised and other members have raised, concerning this bill, is the
fact that this committee, under a very severe handicap, has to
explain on the floor of the ITouse how we are setting up a retirement
system such as this. : '

We are going to be precluded from explaining many of the things
that you explained to ns.
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Mr. Rivers. And we are going to be 7
lot of things that could be explained by
the FBI and by the Secret Service.

We have to do this. So we want to
possibly can:

General CarTer. Yes, sir.

Mr. Chairman, this is one of the reasox
to our problem, which is a very rveal
one-——-

Mr. Rivers. We understand.

RDP78-03721A000100050005-9

recluded from explaining a
the Foreign Service and by

give them as much as we

1§ why in seeking a solution

ne and a very compelling

(Gieneral Cartrr  (continuing). We determined that the easiest

way, the simplest way to get an equitak
which was already in existence. And tl
Tetivernent Act. And then to apply tha
of our people.

And we would not hesitate publicly to
activities of these limited people would
real problem, providing we did not get int

As T have indicated, it is not over 30 j
niost. ‘

Mr. Barrs. Mr. Chairman.

Mr. Ravers. Mr. Hardy, have you finist

Mr. Harpy. Yes, except I would just lil

T gamble with you, if this is put int
?mny CIA directors before the thing

BRW

(ieneral Carrer. I don’t know, sir.

Mr. Hlarpy. That is the trend of Goy
know it just as well as we know it. Al
the history, and very recent history, and
ever thereis discretion, it has gone to the
Mr. Bares. Look at the Joint Staff.
Mr. Harpy. T am all through—yes, log
a perfect example.

Mr. Huppreston. Mr. Chairman.
Mr. Rivers. Mr. Bates is next.
Mr. Bates. General, I think you can seg
now.

General Carter. I can see.

Mr. Bates. There are two problems:
to have on the floor, and I think also t
these individuals who are interesred in
what kind of plans can they make. The
ezerybody is.

Did you ever give any thought to tryiy
the statute?

Gieneral Carrer. As to the criteria?

We have given a lot of soul-searchin
spell this out. And I am sure you can
we got into.

Mr, Bates. Ilow about the FBI?

General CArRTER. As to what wus the de

This, again, is determined by the D
consideration to the degree of hazard ¢

o

le program was to get one
is was the Foreign Service
t only to a limited number

give a feel of just. what the
be. This would not be a
o details.

sercent. of our people at the

1ed ?
ce to comment on that.

» effect, you wouldn’t have
would cover everybody in

ernment, General, and you
1 you have to do is look at
you would find that wher-
vinds now.

k at the Joint Staff. That

what has developed here

The one that we are going
he problem in the mind of
their own retirement and
v are interested in-those, as

¢ to spell this out for us in

o study as to just how to

see the complications that

oree of hazard?
rector of the FBI, giving
o which the employee was
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subjected and the performance of his duties, rather than the general
duties of the class of the position held by such employee.

The legislative history indicates that its purpose was to allow
earlier refirement of certain employees whose duties are primarily
the investigation, apprehension, or detention of persons suspected or
convicted of offenses against the criminal laws of the United Stutes—
in other words, a hazardous type of duty. o

But the Director, himself, makes that determination at the time
the application is submitted. )

Mr. Barks. You are talking now about the 20 or are you talking
about over 5, or what?

General Carrer. I ain talking about the 50 and 20 provision, sir.

Mr. Barms. General, are you aware of any changes which are
being suggested for the FBI now in respect to this 20-year retire-
ment ?

General Carter. No, sir, I am not.

Our legal counsel is not, either—are you aware of any changes that
are being proposed for the FBI retirement system ?

Mr. O’NEm1.. No,sir.

Mr. Barus. Well, there is something in the wind.

Now, whether that just comes from the employees and not the
agency, I don’t know. But I know the employees have suggested
certain changes.

General Carrer. I am not aware of them.

Mr. Rivers. What you mean, the FBIY

Mr. Batrs. Is therte a reduced annuity now in the FBI for 50
and 20¢

Mr. TTousTon. Straight 2 percent, I believe.

Mr. Woonyrar. Straight 2 percent.

General Carter. . Theirs is straight 2 percent.

Mr. Batrs. No reductions.

Mr. Braxororp. The same thing in the Federal Prisons System.

There is some discussion now for all civil service retirement, to
eliminate the reduction in annuity if you provide for your survivor.
That is being discussed now.

General Carrer. Mr, Chairman, may I continue with a statement
here which I think will answer some of your questions, sir?

Mr. Rivers. Let’s see.

Mr. Bates?

Mr. Bares. Let him proceed.

Mr. Rivers. Go ahead.

General Carrrr. Part C of the proposed act states: “The annuity of
a participant shall be equal to 2 percent of his average basic salary for
the highest 5 consecutive years of service for which full contributions
have heen made to the fund.” )

So before, under this special retirement legislation, a man is eligible,
he must have made at least 5 years of contributions to the retirement
fund.

Mr. Braxprorp. I don’t think so, General. T don’t think so, because
you get credit for all your past contributions.

You may mean in this way, but I don’t believe that GAO would
necessarily interpret it that way.

General CarTrr. Yes, sir.
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Mr. Buanororp. You see, you get crec

lit for all of your prior service
for which you have contributed, whic

h automatically goes into the
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fund.
Mr. Rivers. But it is based—wait a m
Mr. Housron. I think that would be
General CarTer. We would have trouk
Mr. Braxororp. Ilow are you going
credit then ?
Mr. Housron. After the 5 years’ eligi
Mr. Branororn. If that is what you m
out to say that.
Mr. Ravers, Isn’t it the same way the
Members of the Congress, is computed, M
Mr. Bates. No.
Mr. Branororp. Well, there is a vat
mininum of 6 years of service and be
congressional retirement.
Mr. Bates. No.
Mr. Rivers. I was talking about as to
Mr. Barms. Congress has various meth
where it is predicated upon a 15-percen
fter 10 years of service.
Mr. Rivers. But you compute the 5 hi
Mzr. Bares. Yes, sir.
General Carrer. Yes, sir; regardless g
e more than 5.
AMr. Rivers. That is right.
Mr. Bares. Now, you use the term
night also work out that way, you don’t k
General CarTER. Yes, sir; the highest
Mr. Bares. I don’t think I ever heard
hefore.
General Carrer. Well, T think that i
Foreign Service Act, sir.
Mzr. Branprorp. General——
General Carrer, Yes, sir?
Mr. Branororn. If your interprefat
couldn’t go into effect for 5 years.
Mr. Bares. Let me follow this for jus
Myr. Rivers. Wait a minute.
Mr. Woopyear. Could T sa

General CARTER. Yes.

I would like, if you don’t mind, Mr. C

vear indicate the applicability of this to
Mr. Rivers. Now, Mr. Bates—

Mr. Barzs. T just want to get this wor

cut.
Mr. Woopyrar. Well, to go back, sir.
civil service and in the Foreign Service

the last 5 years, but the 5 highest consecuti

That is, if a man should have received
Lis latter years he could still pick up the
tive in all systems.

Mr. Bares. They have to be consecutive.

y something

nute now——

n strained interpretation.
le.

to pick up prior civil service

bility commences.
ean, then it ought to be spelled

> retirement for the Congress,

r. Blandford ?

iation. You have to have a
ge 62 before you qualify for

the provision of last year.

ods, one of which is 50-20, but

t reduction if you are age 50

whest years as the criteria.

t the number of years of serv-

‘consecutive years.” And it
now.

consecutive. .

the word “consecutive” used

5 identical language with the

on was correct, this system
t & minute here, if T may.

y ?
hairman, to have Mr. Wood-
the Foreign Service Act.

d “consecutive” straightened

the “consecutive” is used on
of 5 consecutive years—mnot
Ve years.

a reduction in salary during
high 5, but they are consecu-
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Now, say you have a program where you are 1 year out——

General CartER. No——

Mr. Woopyrar. Consecutive employment.

Mr. Bares. Now take these individuals that you had to find a spot
for them, and say they were overseas, et cetera, and where they only
had 4 years, consecutive years, and then they had to get transferred
o another job with a lower pay.

Would you have that kind of a situation develop?

Mr. Hrnwms. Mr. Bates, we pay our employces at a given rate de-
pending on our own promotion system. We use the civil service pay
scales.

Mr. Bares. I understand that.

Mr. Hervs., Yes. :

Moy, Barss. But where he had certain skills

Myr. Herms. Yes; but as far as we are concerned, it 1s the five con-
secutive years with us.

Tle may get to be a GS-15 and stay there for b consecutive years
and during that period he may have served in two or three different
jobs. ‘

M1 Barrs. That is right.

Mr. Hrrums. Yes. :

Mr. Bates. So what you pay him is a certain figure we will say for
3 years overseas. Now, say you don’t need the skill any more and he
comes home. And before he has got 5 consecutive years he is in a
different, job, not using his old skills because you don’t need those any
more. So now he doesn’t get 5 consecutive years at this high rate,
but only 4.

Now does that mean that he has got to get another series of 5 at a
lower rate, but a consecutive 5-year period?

Tn other words, these 4 years—you don’t average them. They are
gone. Unless you have . ‘

Mr. Herms. That is correct. ‘ :

Mr, Bates. Now, would you fall into that kind of a situation for a
person that we are discussing here? .

Mr. Heras. It could happen.

Mr. Ecmors. Only if the man left Government service.

General Carrer. Only if he left the Government service, Mr. Bates,
would thishappen.. _

Mr. Braxprorp. T believe the civil service 1s the b higher years.

Mr. Bates. That is right, but not here. This is 5 consecutive.

Mr. Rivers. Mr. Woodyear has said that the State Department has
the 5 highest consecutive years.

Mr. Woopyear. Consecutive.

General Cagrrer. Consecutive.

Mr. Woopygar. If he stays in Government—or if he leaves Govern-
ment and goes to private industry and comes back to CIA with a breal,
they would still be consecutive employment with CIA.

Mr. Barrs. Now let me ask this question; in the Foreign Service,
do you ever have the situation develop where a man for 4 years has a
high rate of pay and then no longer do you have use for that particular
skill, so that you give him another job ‘at a lesser pay and retrain him,
as the general indicated—do you ever have that kind of a situation?

Mr. Woopyear. I don’t recall any such situation, sir.
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But if he should happen to retive at the end of that year of training,
it would still figure in his 4 highest years, plus the ‘additional year,
which might lower his general avera ge.

But it would be the highest five that hie had in his entire service,

Mr. Bares. Then—-—

General Carrir. The highest fve.

Mr. Rivers. It would still be ccnsecutive.

Mr. Woopvear. The average o7 the 5 years.

Mr. Rivers. You would have four Fonsecutive ones right next to
him.  That would be five. : :

Mr. Woopyear. But one would be lower, so it would lower the
average,

Mr. Bares. You are talki ng about anlaverage.

Mr. Rivers. It would be an average there.

General Carter. We are talking about an average of 5 years, and
the 5 years must be a continuous 5 years|

Mr. Revers. It will have to average out.

Mr. Bares. No.

He is talking about an averaging ¢ut. But you are not talking
about any averaging of 5 consecutive years, and 5 highest consecutive
years.

Are you talking about an average thee?

General Carrer. Yes, sir.

Mr. Bares. A1 talking an average there?

General Carter. Yes, sir.

When the man is retired, you look over his pay scale and in his best
mterest you pick the 5 years ccnsecut ive, which will give you the
highest average salary.

Mr. Bares. Now read that langnage that you read before.

I don’t want to belabor the point, bt T don’t want to see us fall
into a trap here, either.

General CarTER. Yes, sir.

The annuity of a participant shall be equal to 2 percent of his average basie
salary for the highest 5 years consecutive vears of service.

Mr. Bares. All right.

Now, if you only—the way I read this-—

General CArter. Average basic salary

Mr. Bates. The way T read this thing heve: If you only have 4
years at a high rate, then it doesn’t even| count. You have to take the
5 highest years you have.

Mr. Rrvers. Oh,no.

Mr. Bates. Wait a minute now.

Mr. Rivers. That isnot the interpretation.

Mr. Barus. No.

I want to get this straightened out.

Myr. Rivers. Let us get it straightened out.

Mr. Bares. As long as it means aver age, I won’t argue the point
Iy more,

But you say the five highest consacutive—five— —

Mr. Rivers. That is

Mr. Bares. Then you can’t use an avers ge.

Mr. Rivers. That is the only thing yoyi can use. You use four and

1he onenext to it.
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Mr. Branprorp. You would have to.

Mr. Rivers. That is what we do in the Congress. There isn’t any
other way+to doit.

Mr. Bares. Then you are talking about averages.

Mr. Rivers. That is right. ‘

- Mr. Bates. If you are talking about the 5 highest consecitive years
and you only have 4, those are out. You have to get down to a
lower bracket to find the b highest consecutive.

Mr. Rivers. That is not my understanding.

General Carrer. No, sir.

You might have a man in :S-13 for 2 or 3 years.

Mr. Barrs. All right.

General Carrir. And where he is promoted to GS-14 for 2 years.
And then he is demoted to GS-13 for 1 year. :

That is b years.

Mr. Rrvers. That is my understanding.

G é}eneml. Carter. Threo of which are GS-13 and two of which are

S—14.

You add up his basic salary for those 5 consecutive years. You
divide by 5. Two percent of that is his annuity.

Mr. Bates. T just wanted to make certain you are talking about
averages.

Mr. Rivers. With this explanation, it does turn out to be average.

But it is still the 5 highest.

General CarTER. Yes, sir; still the 5 highest.

Mr. Braxororp. To go back to that point

Mr. Bares. If you use the word “average” it is different. If you
don’t use the word “average,” then you don’t get the highest pay.

Mz, Rivers. Mr. Blandford.

Mzr. Braxprorn. For the sake of the record I indicated it was pos-
sible under this bill for an individual to transfer, we will say from
the Department of Agriculture with 18 years of service and serve 2
years and qualify for retirement under this special retirement fund.

You indicated that that would not be possible, because you pointed
to the 5 consecutive years of service and then yon indicated for which
full contributions had been made to the fund.

General CartEr. Yes, sir.

Mr. Braxprorp. Now, obviously this can’t be the proper interpreta-
tion to place upon this proposed section. Because otherwise your
retirement system could no go into effect for 5 years.

General CarTrr. That is right.

M. Braxprorp, Would you agree with that?

General CARTER. You are correct; yes, sir.

Mr. Braxprorp. So therefore it would be possible for an individual
to come into this program and serve for as little as 1 year and retire
under this special retirement fund.

General Carrer. It would be technically possible, sir.

Tt would be impossible for him to meet the reasonable criteria—-

Mzr. Brawprorp. Well

General Carrer (continuing). To become eligible for this specific
type of retirement.

Mr. Braxprorp. I am merely trying to put in the record the pos-
sibilities, and for you to answer that this is not the way it is in-
tended to be implemented.
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That is the reason I am ask'ng these questions.

General Carrer. That is true.

And, Mr. Chairman, I would like to
this will be implemented.

Mr. Rivers. Now, also, the committe
you to understand that. And whereve,
this thing to give us as much informaf

Because with all speed we are going
go slowly.

But wherever you can in these areag
and Mr. Bates are all correct—let us g

.Y

We may have to rewrite a lot of these.

do it.
General CArTER. Yes, sir.
Mr. Rivers. We want you to do that.
10 ahead now.

General Carrer. Mr. Chairman, we
the terms of the Foreign Service Act
Service officers, since only a lirnited
will serve under conditions which will
der this law rather than under normal
those who are to be designated as parti
will undergo a rigid selection process.

This system is designed for those d

years are predominantly concerned wi

mtelligence activities in foreign count
It is intended to designate an employ

tem at the earliest time after he has
status in the Agency.

The earliest time that it can be del
of work is in the conduct and support g

eign countries. ]
Thereafter, his service record will be

expand on the marmer in which

e is quite sympathetic. I want

r you can, make the changes in

ton as you can consistently do.

r to get it out, but we have to

s—Mr. Blandford, Mr. Iardy,

ive them as much as we can.
I am sure we will. But let’s

have necessarily deviated from
which applies to all Foreign
number of Agency employees
warrant their refirement un-
civil service retirement. And
cipants pursuant to this action

flicers whose carears over the
h the conduct and support of
ries.

ec as a participant in this sys-
gained full caresr employee

ermined that his career field
f intelligence activities in for-

reviewed periodically to verify

that his career Lias remained in thig fid

forming qualifying service for sufficie
his continued designation as a
If on such review it should

Id and that he is in fact per-
t periods of time to warrant

Ii)articip‘nt.
be. deterimined that an officer’s career

specialization has permanently shifted to a different field, he will
be transferred to the civil service retirement system.
However, when an employee who hus been designated as a par-

ticipant has met all of the minimum r

o

uirements for retirement un-

der this system and then shifts to :motheir'_ field of career specialization,
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he would ordinarily be viewed as ha
benefits he has already qualified for a
and would be permitted to remain in it.
These criteria will, as I have inclicated
retirement board and then must be apps
Mr. Bares. Mr. Chairman,
Mr. Rivers. Now, this would be a pa
planation will go along with our record.
Mr. Bares. General
Mr. Rivers. The interpretation.
Mr. Barrs. In the military, years ag
individual getting into the Regular sery

ing acquired a right to the

nd earned under this system,

, be established by the Agency
oved by the Direc@

rt of our record. So this ex-

o, they used to talk about an
vice, and at a certain point, I
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believe it was 15 years, once he had acquired 15 years, then he was
good for retirement, if he was in the Regular service.

Now, can’t we tie something into this in terms of number of years,
to give an individual some sort of assurance, “When I have made the
grade, and can I retire on 20, and what kind of plans can I make,”
and thinks along that line.

Mr. Rivers. This is what I had in mind, when I said prepare the
changes,

Mr. Bares. Can you take 10 years——

Mr. Rivers. We ought to give these people some sort. of an op-
portunity to indicate “Just where I am now and where I am, going.”

Becanse this thing—the reason you are up here, General, is to look
out for a group of people who are under the gun all the time and they
can’t live for 30 years.

General Carrer. Mr. Chairman, it might appear that this would
be helpful to the individual. And I don’t think it would be helpful
to the Agency across the board to make promises or to indicate a par-
ticular career pattern early so that he can conform to and then he
guaranteed this early retirement.

Mr. Batgs. No.

General Carrer. It just doesn’t seem to me in the books that we
would want to do this.

Mr. Barus, Let us presume we are going to do the same thing in
the military, that at a point certain you then will be entitled under
the provisions of the bill to retire on 20.

Now, you can still shift this individual around, performing any
kind of work at all. You won’t have to keep him in qualifying service
but you could assign him to something else, after some point. Maybe
15 years, .

Mr. Rivers. Of course we don’t want to get you in the position where
a clvil service employee can tell you, like they tell the military, that
you can’t fire them. They do that every day in the week and twice
on Sunday.

Mr. Branprorp. He does have a guarantee of retirement, because he
would shift into the civil service retirement program.

General Carrer. Oh, yes, he always has the guarantee of retirement
under civil service.

Mr. BaTes., Notthis. Not the same as you are going to get.

General Carier. No, sir.

He would then come under the civil service retirement program,
the regular retirement program, unless his service had been so arduons
that the Director says “As far as I am concerned, you have met our
criteria for early retirement, and when that times comes you have
acquired this privilege and you may apply for it.”

I can think of other officers in this service who could well be in volved
in intelligence activities in foreign countries for large portion of
their career, but who would not be eligible for this early retirement
because their type of duty did not qualify them.

Mr. Bates., When do these individuals find out when they are going
tobeentitled toit? When? When they have reached 207

General Carrer. T can’t tell you in years, sir.,

Mr. Bares. Imean when they reach 20 years. :

General Carrer. We will designate them at the earliest possible
time after they have become full career employees—earliest possible
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ser work is in fack the type
sponsorship as being entitled

time that we can determine that his car
of work that will fall under the Director
to early retirement.

Mr. Bares. Well, does that mean at tl
of 17 years, or what?

General Carrer. 1 don’t think T can answer that. 1 doubt if——

Mr. Batrs. All I am doing, General, is putting myself in the posi-
t.on of one of these individuals and wontler just where T stand.

Mr. Ecrors. Siv, if a person who has|been covered by this retire-
rient. system attains age 50 and has completed 20 years’ service, he
cbviously, then, would be eligible for voluntary retirement.

So even though he continues ir our service indefinitely and may
transter to another field of work which no longer qualifies him, he
would never be removed from this vetirement system, because he has
earned his voluntary retirement. ' ’

AMr. Bates. When does he earn it ? o

Mr. Ecnors. By completion of 20 years of service and upon attain-
ment of age 0.

Mr, Barrs. No. :

Where yonu transferred him to a differ
o determination at some point that he
provisions.

You have to do that at some poinz.

General Carrer. That is right.

Mr. Bares. That is what we are talking

When is it decided, even though he is being transferred to another
iob, whether or not this man has fulﬁ]led the requirements of this
special category and will be entitled to the 50207 That is what T am

rying to determine. When will he know this?

Now, you say as early as possible.

General Carrer. Fle might know this
know it. Ile might not know it until }
kknow definitely.

Jecause the criteria ave determined by
Director. And he could easily qualify
of his career.

This does not mean, however, that w
30 vears,

Mr. Bares. Tunderstand that.

(teneral CarrEr. Iven though he mig
age 50 and 20 years of service.

e end of 5 years, at the end

ent job and you had to make
would come undev the 50-20

- about.

after 6 or 7 years; he might
9 years. IHe is not going to

the retirement board and the
perhaps, in the first 7 years.

¢ would not keep him on for

ht be eligible for retirement at
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Mr. Bares. So even though you migl
mination earlier, why couldn’t you say
reaches 15 years that he will then Le entif

t be able to make this deter-
that certainly by the time he

led to it ?

General Carrrr. If he had performed the type of service in his

first 15 years that would qualify him sa
on statf, we could tell him and we would
Mr. Rivers. You will have to make up,
General CarTer. Yes, sir.
Mr. Rivers. And certain things purs

General Carrrr, Well, they will cert
Agency.
Mr. Rivers. Within the Agency.

o

that his last 5 years could be

ell him.
certain regulations.

/ uant to the provisions of this
act.and I imagine they would be published
ainly be published within the
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So the man will know all about it. It just follows, it seems like to
me.

Mr. Harpy. The chances are such regulations would have to be
classified and wouldn’t be public,

General Carrer, Not generally, but it would be known to every
employee of the Agency. We intend to keep the employee informed
periodically by a review of his records as to how he stands on his
status for early retirement.

Mr. Bares. Wait. This has to be adjudicated by a board or by the
Director.

General Carrer. The final decision, sir?

Mr. Bares. Right.

General Carrzr, But we will review his records periodically and
particularly when there is a change in his assignment, and should be
able to inform him——

Mr. Rrvers. I would think

General CarTEr. If he has built up any equity—excuse me, Mr.
Chairman.

Mr. Rrvers. I would think, within your regulations, the way you
operate the Agency when this act is passed, there would be some pro-
vision that you set up where a man could request some sort of a
determination at some point down theline.

I mean this would be—something would be convened to do it.

Mr. Benwrrr. Mr. Chairman, may T ask a question

General Carter. This is no problem, Mr, Chairman,

Mr. Rivers. I don’t think it would be.

(GGeneral Carrer. None whatsoever, sir.

We have a Director of Personnel. Tach of our career services is
represented with him in their career services, in their personnel officers.

Mr. Rivers. I am sure you do.

Mr. Ben~ert. Mr. Chairman, T want to ask one question.

Mr. Rrvers. Weare going to have to adjourn.

Mr. Bexxerr. One brief question.

I would like to ask if, in this statute, is there any minimum length
of time that a person must be in this type of activity in order to get
the 50207

Mr. Braxprorp. No.

General CarTer. Not in the statute ; no, sir.

Mr. Bexnerr. I think there should be.

Mr. Branprorp. That is what we were talking about.

Mr. Benxerr. I thought you were, but I had some feeling that may-
be it was under the 5-year provision.

General CArTER. You could serve in this career service, sir, without
ever once being involved in a hazardous operation or, on the other
hand, in one operation which would so acclimate you that you should
be retired at 50 yearsand 20 years of service.

Mr. Bexxerr. There ought to be some sort of minimum.

In other words, it would leave the fine diseretion of the individual’s
tremendous financial benefits, which could be based upon a month’s
service or any short service like that.

Mr. Branprorp. That is the point we discussed earlier, General, that
there ought to be in this bill somewhere a provision that says that you
must actually be a participant and have been designated by the Di-
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sector as a participant in this func for a

period of 5 years or engaged

‘n such occupation for a period of not less than 5 years as to qualify

‘or this fund.
This is what we are getting at.
body from coming here with a short perio
Mr. Osmers. Mr. Chairman, I wonder

Ino

ther words, to prevent some-
tl of service.
if the general would have any

objection to that being written—the 5-year minimum being written

‘ntothelaw?

_General Cagrrer. No.
sIr.
Mr. Rivers. I don’t think
General Carter, [ think we can put it

This would no

Mr, Osmergs. I think, Mr. Chairman—

[ think most of the members of tha sube

tion is the fact that it might—I won’t

but it might in some future situation.
Where you have a man with a very sh

be used to give him great financial advar

minimum 1t would resolve the problem.
Mpr, Rivirs. Let’s see if we can.
General CArTER. Yes, sir.

Mr. Rivers. Now there isthe 12 o’clock

Tomorrow morning at 10 o’clock.

General Carrer. Have we adjourned, N
Mr. Rivers. Yes, sir. We will recess u

a’clock.
Mr. Houston. At what time?
Mr., Rivers. Ten o’clock.

(Whereupon, at 12:02 p.m., the subca

vene at 10 a.m., Thursday, July 25, 1963.)

HousE or Rer

COMMITTEE O

Washington, D|
The subcommittee met at 10 a.m., Ion

of the subcommittee) presiding.
Mr. Rivers. Let the committee come to
Now, Mr. Blandford, where are we?

Mr. Buanororp. Mr, Chairman, we I

features in general of this proposal and,

sections which are similar to the Foreign
provisions for survivors which are sij

Foreign Service Act.

I would like to suggest to the subcom

title 1 of the bill with the idea in mind
this bill, because it is complicated enou,
that we delete all of title 1 from this bill.

Mr. Rivers. It is my thought, Genera
had a part in the drafting of this propo
thing with the philosophy that this is y
this thing from a permament, organic
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{ give me any problem at all,

right in without any trouble.
the principal reservation that
pmmittee have on the legisla-
use the word “capriciously,”

ort, period of time, this might
itage, and if we wrote 5 years

bell.

fr. Chairman?
ntil tomorrow morning at 10

mmittee adjourned, to recon-

RESENTATIVES,

N ARMED SERVICES.
Suscommrrres No. 1,

0., T hursday, July 25, 1963.

L. Mendel Rivers (chairman
order,

yave discussed the retirement
of course, there are disability
} Service Act. There are also
nilar to those found in the

mittee that we briefly discuss
that because of the nature of
oh in its retirement features,

—and all you gentlemen who
sal—that you approached this
pur first time really attacking
act view, dealing with these
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various matters, and that it was your desire to put in everything iyou
could, because it may be one of your last for a long time to get before
our committee. But from Mr. Bates’ and Mr. Hardy’s interrogations
and your responses, I hope that wasn’t the way you approached it. I
feel that we got too much in it. I want to help in providing the
things that give you a security, a permanence, and a legal basis for
making these representations to the people whom you nced, and von
doneed the best.

And you have such a fine organization and you have such a difficult
assignment, having to do all these things, and involving some jobs
which aren’t easy for an American who is used to living an open book.
It is not like these other people.

I would rather—I tﬁked with Mr. Blandford and other members
of the committee, and it is my thought that if we would address our-
selves to the vital parts of this bill now and get on with the business
of setting up between now and next year, you can bring another bill
over here, we will take it up, I will tell you that.

I am as interested in CIA as you are, and T think we have an excel-
lent sctup. I think an awful lot of both you and Mr. McCone and
your representatives over here, everybody who has had contact with
me in my acquaintance has been quite impressed with all of them, all
whom you have had over here, Mr. Warner, and all these gentlemen.
I would think that would be the wise course to pursue now.

Mr. Blandford is of that persuasion. T hope the sulpommittee will
agree with me.

Mr. ITarpy, Mr. Chairman, could I comment on that?

Mr. Rivers, Yes.

Mr. TIarpy. I think—and, of course, T would like to have the gen-
eral’s comment on it—but I think that is going to be one of the most
important decisions we ean make in connection with this bill, and I do
think that some of the provisions that we have been talking about we
can probably modify in a way that won’t really do any damage to the
objectives of the legislation, and avoid controversy that we otherwise
would generate. '

As a matter of fact, T think you have got, in patterning this thing
after the Foreign Service, I think you have some liberal provisions
in here which are not necessarily going to be upheld and which can be
modified and accomplish everything that you have in mind. So if we
can do that, and—I would like to see you have a retirement program
for this group of people that would be helpful in recruitment and in
retaining people that you need.

Mr. Rivers. You got to start off copying somebody, for facility.
And the thing to do is to try to get the best of all of them. And you
could be really the outstanding system which would be envied by
other people.

Mr. Harpy. As a matter of fact, as has just been suggested, you
might come up with something that would overcome some of the ob-
jections in certain existing systems. I would venture a guess that some
of these aspects in the Foreign Service program are not necessary for
the accomplishment of the objectives that you have in mind, even to
the Foreign Service. And I am not at all sure that the actual admin-
istration of those in the Foreign Service would stand very close scru-
tiny without running into an awful lot of congressional objection.
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Frankly, I have considered, just as

e

anendment to the Foreign Service Act,

things. I didn’t know they were in there,
asout the Foreign Service as most of the
So I think that we can correct in this bil

bolieve Congress knows are in the Foreig:

Mr. Rivers. Well, of course, as 1 said

expert in this thing, we are more expert ir

o

n individual proposing an
to take out some of these
and I expect I know as much
members of this committee.
1 some of the things I don’t
1 Service Act.

n my statement, we are not
the military end of it. We

d> have the experts on our staff and committee in that area, but I

would rather become expert on somethin

ad let you be the envy of other people, t

have misgivings. So unless Mr. Dates a
any questions, I would like to consider w
gnsted. Tlave you talked to the general?

Mr. Braxprorp. Just by coincidence, ]

hve a version of this bill which contain
confined solely to retirement.

I would like to suggest, if it is agreed
that we substitute at this point for our ¢
b1l which deals solely with retirernent a

It has three changes, one of them being
p:oyee, the other being a required minimu
teke advantage of the GS-14 and above
o course, this
the tax features.

Mr. Rivers. I spoke to Mr. Mills yests
hve a report for us the early part of next v

Mr. Huppreston. Mr. Chairman, I
Carter a question.

General Carter, is there anything in tit
couldn’t be postponed for consideration }
01 this year or even possibly next year?

General Carrer. No, sir, Mr. Huddles

This is a tidying-up procedure.

Mr. HuppLeston. It wouldn’t jeopare

w aéf ¢
eneral CarTer. No, sir, it would not.

Mr. Hupbreston. If we postpone consi

General Carrer. No, sir.

Mr. Rivers. Mr. Huddleston is a valua

Mr. Bates. If there is nothing in ther
absolutely crucial, then I think we ought ¢

Is there anything by cross-reference in
totitle I? Isthere anything by reference?

Mr. O’NeicL. No, sir.

Mr. Bates. Tt is clean by itself?

General Carrer. Yes, sir. In fact, the
tributed by Mr. Blandford addresses itse
problem, which is the major reason that we

Mr. Branororp. I would like to suggest,
point—and I think this might be the wa)
this—would be to have Mr. O’Neill begis
insert the bill, the substitute bill in the 1
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r we are proposing for you
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nd the other members have
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Mr. Chairman, I happen to
s three changes in it and is

ble with the subcommittee,
onsideration this substitute
nd eliminates all of title 1.
y the protection for the em-
m service before anyone can
, retirement feature. And,
ns Committee is considering

rday and he said he would
‘eck.
would like to ask General

e I of such an urgency that
by the committee antil later

ton, there is nothing at all.

lize your operation in any

deration of all of title L.

le member. This proves it.
e in title I that you feel is
o proceed without it.

the other titles that pertains

proposed new bill just dis-
1f entirely to the retirement
> are here now,
, Mr. Chairman, that at this
v to get right to the heart of
1 to read the subsritute bill,
ecord at this point, so that

RDP78-03721A000100050005-9

RDP78-03721A000100050005-9



Approved For Release 2002/03/2_% :1CIA-RDP78-03721A000100050005-9
585

there will be a legislative history of what we are considering, and that
we start reading the bill at this point.

Mr. Rivegs. Let the record show that at this point, without objection,
it is the decision of the subcommittee to insert, in lieu of IL.R. 7216,
an amended short version of ILR. 7216 dealing primarily with title I1.

Mr. BLanprorn, Yes, sir.

Mr. Rivers. Which, in effect, and primarily, will be with the retire-
ment system and the administration of it in its entirety. Who han-
des that? You, General?

General Carrrr. The Director, sir.

Mr. Rivers. By the Director.

General CartEr. Yes, sir.

Mr. Rivers. Isthis plain, Mr. Blandford?

Mr. Br.anprorn. Yes, sir; this is the procedure.

(The bill is as follows:)

[H.R. 7216, 88th Cong., 1st sess.]

A BILL To provide for the establishment and maintenance of a Central Intelligence
Ageney Retirement and disability system and for other purposes

Re it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the “Central
Intelligence Agency Retirement Act of 1963.”

DEFINITIONS

SEc. 2. When used in this Act, the term—
(2) “Agency” means the Central Intelligence Agency; and
(b) “Director” means the Director of Central Intelligence,

Parr A—ISTABLISTIMENT OF SYSTEM
RULES AND REGULATIONS

Sre. 201. (a) The Dircetor may prescribe rules and regulations for the es-
tablishment and maintenance of a Central Intelligence Agency retirement and
disability system, referred to hereafter as the system.

(b) The Director shall administer the system in accordance with such rules
and regulations and with the principles established by this Act.

ESTABLISIIMENT AND MAINTENANCE OF FUND

Sie. 202. There is hereby ereated a fund to be known as the Central Intelligence
Agency retirement and disability fund which shall be maintained by the Director.
The Central Intelligence Agency retirement and disability fund is referred to
hereafter in this title as the fund.

PARTICIPANTS

Swee. 208, The Director may designate from time to time such Agency officers
and employees, hereafter referred to as participants, who shall be entitled to the
benefits of the system. Any officer or employee who has completed 15 vears of
service with the Agency and whose career at that time is adjudged by the
Director to be gualifying for the System shall remain a participant of such
System for the duration of his employment by the Agency.

ANNUITANTS

Spe. 204. (a) Annuitants shall be persons who are receiving annuities from
the fund and all persons, including surviving wives and husbands, widows, de-
pendent widowers, children, and beneficlaries of participants or annuitants
who shall become entitled to receive annuities in accordance with the provisions
of this Act.

{b) When used in this title the term—
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(1) “Widow” means the surviving wife of 4
such participant for at least two years imme
the mother of issue by such marriage.

(2) “Dependent widower” means the surviv
was married to such participant for at least
her death or is the futher of issue by such marr
support by reason of mental or physical disabi

participant who was married to
(iately preceding his death or is

ng husband of a participant who
two years immediately preceding
iage, and who is incapable of self-
lity, and who received more than
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cne-half of his support from such participant.

(3) “Child” means an unmarried child, un
such unmarried child regardless of aze who
(lisability incurred before age eighteen, s incap
to the offspring of the participant and his or H

er the age of eighteen years, or
because of physical or mental
able of self-support. In addition
er spouse, the term: includes (a)

¢n adopted child, and (b) a stepchild or recognized natural child who received

more than one-half of his support from the par

PART B—CoMpULsnry Co2

Sec. 211. (a) Six and one-half per centum
each participant shall be contributed to the ful
cash benefits, refunds, and allowances. An eq
from the respective appropriation or fund wj
salary. The amounts deducted and withheld
the amounts so contributed from the appropri
by the Agency to the credit of the fund.

(b) Each participant shall be deemed to cons
from basie salary, and payment less such dedud
discharge and acquittance of all claims and de;
sarvices during the period covered by such p
benefits to which he shall be entitled under th
rale, or regulation affecting the individual’s salal

ParT C-—COMPUTATION OF

SEc. 221, (a) The annuity of a participant s
his average basic salary for the highest five
which full contributions have been made to the
of years, not exceeding thirty-five, of service cr
tae provisions of sections 251 and 252. In det
service upon which the annuity is to be based
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tainment of the age of cighteen years, except that, if a child is incapable of self-
support by reasons of mental or physical disability, the annuity shall be termi-
nated only when such child dies, marries, or recovers from such disability.

(f) At the time of retirement an unmarried participant may clect to receive a
reduced annuity and to provide for an annuity equal to 50 per centum of the
reduced annuity payable after his or her death to a beneficiary whose name
shall be designated in writing to the Direcctor. The annuity payable to a par-
ticipant making such election shall be reduced by 10 per centum of an annuity
computed as provided in paragraph (a) of this section and by 5 per centum of an
annuity so computed for each full five years the person designated is younger than
the retiring participant, but such total reduction shall not exceed 40 per centum.
No such election of a reduced annuity payable to a beneficiary shall be valid until
the participant shall have satisfactorily passed a physical examination as pre-
scribed by the Director. The annuity payable to a beneficiary under the provi-
sions of this paragraph shall begin on the first day of the next month afiter the
participant dies. Upon the death of the surviving beneficiary all payments shall
cease and no further annuity payments authorized under this paragraph shall be
due or payable,

PART D—BENEFITS ACCRUING TO CERTAIN DARTICIPANTS
RETIREMENT FOR DISABILITY OR INCAPACIIY—PHYSICAL EXAMINATION-—RECOVERY

See. 231, (a) Any participant who has five years of service credit toward re-
tirement under the system, excluding military or naval service that is credited in
accordance with provisions of section 251 or 252(a) (2), and who becomes totally
disabled or incapacitated for uscful and efficient service by reason of disease,
illnegs, or injury incurred in the line of duty not due to vicious habits, intem-
perance, or willful misconduct on his part, shall, upon his own application or
upon order of the Director, be retired on an annuity computed as prescribed in
section 221. If the disabled or incapacitated participant has less than twenty
years of service credit toward his retirement under the system at the time he is
retired, his annuity shall be computed on the assumption that he has had twenty
years of service, but the additional service credit that may accrue to a panticipant
under this provision shall in no case ¢xceed the differcnce between his age at the
time of retirement and the mandatory retirement age applicable to his grade in
the Agency.

(b) In each case, the participant shall be given a physical examination by one
or more duly gualified physicians or surgeons designated by the Director to con-
duct examinations, and disability shall be determined by the Director. on the
basis of the advice of such physicians or surgeons. Unless the disability is
permanent, like examinations shall be made annually until the annuitant has
reached the statutory mandatory vetirement age for his grade in the Agency.
If the Director determines, on the basis of the advice of one or more duly
qualified physicians or surgeons conducting such examinations that an annui-
tant has recovered to the extent that he can return to duty, the annuitant may
apply for reinstatement or reappointment in the Agency within one year from
the date his recovery is determined. TUpon application the Director may rein-
state any such recovercd disability annuitant in the grade in which he was serving
at time of retirement, or the Director may, taking into consideration the age,
qualifications, and experience of such annuitant, and the present grade of his
contemporaries in the Agency, appoint him to a grade higher than the one in
which he was serving prior to retirement., Payment of the annuity shall con-
tinue until a date six months after the date of the examination showing recovery
or until the date of reinstatement or reappointment in the Agency, whichever is
earlier. TFees for examinations under this provision, together with reasonable
traveling and other expenses incurred in order to submit to examination, shall
be paid out of the fund. If the annuitant fails to submit to examination as
required under this section, payment of the annuity shall be suspended until
continuance of the disability is satisfactorily established.

(¢) If a recovered disability annuitant whose annuity is discontinued is for
any reason not reinstated or reappointed in the Agency, he shall be considered
to have been separated within the meaning of scction 234 as of the date he was
retired for disability and he shall, after the discontinuance of the disability
annuity, be entitled to the benefits of that section or of section 241(a) except
that he may elect voluntary retirement in accordance with the provisions of sec-
tion 233 if he can qualify under its provisions.
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(d) No participant shall be entitled to rece
compensation for injury or disability o him#g
Compensation Act of September 7, 1916, as am
time. This provision shall not bar the right of
conferred by either Act for any part of the §
provision nor any provision of the said Act ¢
shall be so construed as to deny the right of
under this Act by reason of his own services
payment under such Act of September 7, 19.
death of any other persomn.

(e) Notwithstanding any provision of law
person entitled to an annuity under this Act |
person has received an award of compensatio
of the Federal Employees’ Compensation Act
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for which compensation under such section ha
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authorize the deduction of such
r this Act, which amount shall be
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(d) If a participant who has at least five years of service eredit toward re-
tirement under the system, excluding military or naval service that is credited
in accordance with the provisions of section 251 or 252(a) (2), dies before separa-
tion or retirement from the Agency and is not survived by a wife or husband,
but by a child or children, each surviving child shall be entitled to an annuity
computed in accordance with the provisiony of section 221 (c¢) (2). The child’s
annuity shall begin and terminate in accordance with the provisions of section
221(e). Upon termination of the annuity of a child, the annuities of any re-
maining children shall be recomputed and paid as though that child had never
been entitled to the benefit.

(¢) If, at the time of his or her death, the participant had less than twenty
years of service credit toward retirement under the system, the annuities pay-
able in accordance with paragraph (b) of this section shall be computed in ac-
cordance with the provisions of scction 221 on the assumption he or she has had
twenty years of service, but the additional service credit that may accrue to a
deceased participant under this provision shall in no case excecd the difference
between his or her age on the date of death and the mandatory retirement age
applicable to his or her grade in the Agency. In all cases arising under para-
graph (b), (¢), (d), or (e) of this section, it shall be assumed that the de-
ceased participant was qualified for retirement on the date of his deuath.

VOLUNTARY RETIREMENT

Ske. 233. Any participant in the system who is at least fifty years of age
and has rendered twenty years of service, including service within the mean-
ing of section 253, may on his own application and with the consent of the
Director be retired from the Agency and receive benefits in accordance with
the provisions of section 221, provided he has not less than five years’ service
with the Agency.

DISCONTINUED SERVICE RETIREMENT

SEc. 234. (a) Any participant who separates from the Agency after obiain-
ing at least five years of service credit toward retirement under the system,
excluding military or naval service that is credited in accordance with the
provisions of section 251 or 252(a) (2), may, upon separation from the Agency
or at any time prior to becoming eligible for an annuity, elect to have his
contributions to the fund returned to him in accordance with the provisions
of section 241, or (except in cases where the Director determines that separa-
tion was based in whole or in part on the ground of disloyalty to the United
States) to leave his contributions in the fund and receive an annuity, comi-
puted as prescribed in section 221, commencing at the age of sixty years.

(b) If a participant who has qualified in accordance with the provisions of
paragraph (a) of this section to receive a deferred annuity commencing at the
age of sixty dies before reaching the age of sixty his contributions to the fund,
with interest, shall be paid in accordance with the provisions of sections 241
and 281.

(¢) The Director may in his diseretion retire participants in grade GS-14
and above to promote the cfficiency of the Agency. If so retired they shall
receive retirement benefits in accordance with the provisions of section 221,
provided they have, in each case, not less than five years’ service with the
Agency.

(d) The Director may in his discretion retire participants in grade GS-13
and below to promote the efficiency of the Agencey and each such officer shall
receive—

(1) one-twelfth of a year’s salary at his then current salary rate for
each year of service and proportionately for a fraction of a year, but not
exceeding a total of one year’s salary at his then current salary rate,
payable without interest, from the fund, in three cqual installments on
the 1st day of January following the officer’s retirement and on the two
anniversaries of this date immediately following: Provided, That in spe-
cial cases, the Director may in his discretion accelerate or combine the
installments ; and

(2) a refund of the contributions made to the fund, with interest as
provided in section 241 (a), except that in lieu of such refund such officer,
if he has at lcast five years of service credit toward retirement under
the system, excluding military or naval service that ig credited in accord-
ance with the provisions of gection 251 or 252(a), may elect to receive
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retirement benefits on reaching the age
provisions of section 221. In the event ¢
from grade GS8--13 or GS-12 and who h
benefits dies before reaching the age of
sidered a death in service within the 1
event that an officer who wasg separated
who has elected to receive retirement I
age of sixty, the total amount of his

with interest as provided in section 241
with the provisions of section 241(b).

(e) Notwithstanding the provisions of secti
18 amended (31 U.S.C. 203) or the provisiox
officer who ig retired in accordance with the
have the right to assign to any person or co
of the benefits receivable by him pursuant
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MANDATORY RETIREMEN!

SEC. 235. (a) Any participant in the systen
upon reaching the age of sixty-five be retire
yetirement benefits in accordance with the prg
over the Director shall determine it to be in t
such an officer’s service for a period not to excd

(b) Any participant in the system, other
shall upon reaching the age of sixty, be retin
vetirement benefits in accordance with the
whenever the Director shall determine it to B
extend such an officer's service for a period

PART E~—Di1sPosSITION oF CONTRIBUTIONS AND
RECELVED

SEc. 241. (a) Whenever a participant beca
wwithout becoming eligible for an annuity or 4
with the provisions of this Aet, the total ax
ualary with interest thereon at 3 per centum
as of December 31, and proportionately for t
of separation including all contributions m
eXcept as provided in section 281, shall be retur

(b) In the event that the total contributior
than voluntary contributions made in accordat
::81, with interest at 4 per centum per annurmn
vided in paragraph (a) of this section added
ceturned to such participant or to an annuit:
Zorm of annuities, accumulated at the same r
annuity payments cease under the terms of
accumulated contributions over the ascumul
paid in the following order of precedence, uf
claim therefor, and such payment shall be
person :

(1) To the beneficiary or beneficiariss desig
in writing to the Director;

(2) If there be no such beneficiary, to th
cuch participant;

(3) If none of the above, to the child or
lescendants of deceased children by representa

(4) If none of the above, to the parants of
of them ;

(5) If none of the above, the duly appoin
the estate of such participant;

(6) If none of the above, to other next of
he determined by the Director in his judgme

(¢) No payment shall be made pursuant to
nntil after the expiration of thirty days fro
ricipant or his surviving annuitant.
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PART I'—PERIOD ¥OR SERVICE FOR ANNUITIES

COMPUTATION OF LENGTII OF SERVICE

SEc. 251. For the purposes of this title, the period of service of a participant
shall be computed from. the date he becomes g participant under the provisions
of this Act, but all periods of separation from the Agency and so much of any
leaves of absence without pay as may excecd six months in the aggregate in any
calendar year shall be excluded, except leaves of absence while receiving benefits
under the Federal Imployees’ Compensation Act of September 7, 1916, as
amended, and leaves of absence granted participants while performing active
and honorable military or naval service in the Army, Navy, Air Torce, Marine
Corps, or Coast Guard of the United States.

PRIOR SERVICE CREDIT

Seo. 252, (a) A participant may, subject to the provisions of this section,
include in his period of service—

(1) civilian service in the executive, judicial, and legislative branches of
the Federal Government and in the District of Columbia government, prior
to becoming a participant ; and

(2) active and honorable military or naval service in the Army, Navy,
Marine Corps, Air Foree, or Coast Guard of the United States.

(b) A person may obtain prior civilian service credit in accordance with the
provisions of paragraph (a) (1) of this section by making a special contribution
to the fund equal to 5 per centum of his basic annual salary for each year of
service for which credit is sought prior to November 8, 1960, and at 6% per
centum, thereafter with interest compounded annually at 4 per centum per
annum to the date of payment. Any such person may, under such conditions
as may be determined in each ingtance by the Director, pay such special contribu-
tions in installments.

(e) (1) If an officer or employee under some other Government retirement
system, becomes a participant in the system by direct transfer, such officer or
employee’s total contributions and deposits, including interest accrued thereon,
except voluntary contributions, shall be transferred to the fund effective as of
the date such officer or employee hecomes a participant in the system. Each
such officer or employee shall be deemed to consent to the transfer of such funds
and such transfer shall be a complete discharge and acquittance of all claims
and demands against the other Government retirement fund on account of service
rendered prior to becoming a participant in the system.

(2) No officer or employee, whose contributions are transferred to the fund
in accordance with the provisions of paragraph (c) (1) of this section, shall he
required to make contributions in addition to those transferred, for periods of
service for which full contributions were made to the other Government retire-
ment fund, nor shall any refund be made to any such officer or employee on
account of contributions made during any period to the other Government retire-
ment fund, at a higher rate than that fixed by section 211 of this Act for con-
tributions to the fund.

(3) No officer or employee, whose contributions are transferred to the fund
in accordance with the provisions of paragraph (c¢) (1) of this section, shall
receive credit for periods of service for which a refund of contributions has
been made, or for which no contributions were made to the other Government
retirement fund. A participant may, however, obtain credit for such prior
service by making a special contribution to the fund in accordance with the
provisions of paragraph (b) of this section,

(d) No participant may obtain prior civilian service credit toward retirement
under the system for any period of civilian service on the basig of which he
is receiving or will in the future be entitled to receive any annuity under
another retirement system covering civilian personnel of the Government,

(e) A participant may obtain prior military or naval service credit in
accordance with the provision of paragraph (a)(2) of this section by applying
for it to the Director prior to retirement or separation from the Agency. How-
ever, in the case of a participant who is eligible for and receives retired pay
on account of military or naval service, the period of service upon which such
retired pay is based shall not be included, except that in the case of a participant
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account of a service-connected
the United States or caused by
of duty during a period of war
ited States Code), or is awarded
Code, the period of such military
ributions to the fund shall be
kervice credited to a participant
h (a) (2) of this section.

who is eligible for and receives retired pay on
d sability incurred in combat with an eremy of
a1 instrumentality of war and incurred in line
(18 that term is used in chapter 11 of title 38, Un
nader chapter 67 of title 10 of the United States
o naval service shall be included. No cont
required in connection with military or naval
i1. accordance with the provisions of paragrap

CREDIT FOR SERVICE WIIILE ON MILITARY LEAVE

d covering periods of leave of
while performing active military
, Marine Corps, or Coast Guard

SEc. 253. Contributions shall not be require
absence from the Agency granted 2 participant
o~ naval service in the Army, Navy, Air Fored
of the United States.

PART G—-MONEYS

ESTIMATE OF APPROPRIATIONS NEEDED

Src. 261. The Director shall prepare the estimates of the annual appropria-
tions required to be made to the fund, and shall cause to be made actuarial
valuations of the fund at intervals of five years, or oftener if deemed necessary
Ly him.

INVESTMENT OF MONEYS IN THE FUND

SEc. 262. The Director may, with the approval of the Secretary of the Treasury,
{nvest from time to time in interest-tearing gecurities of the United States
such portions of the fund as in his judzment may not be immediately required
for the payment of annuities, cash berefits, refunds, and allowances, and the
income derived from such investments shall constitute a part of such fund.

ATTACIIMENT OF MQNEYS

n this title shall be assignable
ution, levy, attachimnent, garnish-
n section 234(e).

Src. 263. None of the moneys mentioned
oither in law or equity, or be subject to exeq
1nent, or other legal process, except as provided i

Ok REAPPOINTED IN THE AGENCY,
OVERN MENT

2ant H—ANNUITANTS RECALLED, REIN $TATED,
orR REEMPLOYED IN THE G

RECALL

annuitant to duty in the Agency
he public interest.
rency or reinstated or reappointed

frc. 271, (a) The Director may recall any
whenever he shall determine such recall is in ¢
(b) Any annuitant reealled to duty i1 the A

in acecordance with the provisions of section
entitled in lieu of his annuity to the full sa
serving. During such service, he shall make
cordance with the provisions of section 211,
status, his annuity shall be determined anew
of section 221.

REEMPLOYMENT COMP

Spe. 272. (a) Notwithstanding any other
ployee of the Agency, who has retired under
ceiving an annuity pursuant thereto, and W
Government service in any appointive positiox
basis, shall be entitled to receive the salary of

»31(b) shall, while g0 serving, be
lary of the grade in which he is
contributions to the fund in ac-
When he reverts to his retired
in accordance with the provisions

ENSATTON

rovision of law, any officer or em-
this Aet, as amended, and is re-
ho is reemployed in the Federal
cither on a part-time or full-time
the position in which he is serving
his Act, as amended, which when

plus so much of his annuity payable under
combined with such salary does not exceed d
salary such officer or employee was entitled t
ment from the Agency. Any such reemploye
salary during any calendar year in excess 0
may be entitled to receive under this paragr
in lieu of benefits hereunder.

(b) When any such retired officer or emp!
the employer shall send a notice to the Age
with all pertinent information relatirg ther
officer or employee the salary of the position 1
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(¢) In the event of any overpayment under this section, such overpayment
shall be recovered by withholding the amount involved from the salary payable
to such reemployed officer or employee, or from any other moneys, including his
annuity, payable in accordance with the provisions of this title.

REEMPLOYMENT

Sue. 273. Notwithstanding the provisions of title 5, United States Code, see-
tion 62, and title 5, United States Code, section 715a, an Agency oflicer or employee
retired under the provisions of this Act shall not, by reason of his retired status,
be barred from employment in Federal Government service in any appointive
position for which he is qualified. An annuitant so reemployed shall serve at
the will of the appointing officer.

’ART I—VOLUNTARY CONTRIBUTIONS

Szo. 281. (a) Any participant may, at his option and under such regulations
as may be prescribed by the Director, deposit additional sums in multiples of
1 per centunmi of his basic salary, but not in excess of 10 per centum of such
salary, which amounts together with interest at 3 per centum per annum, com-
pounded annually as of December 31, and proportionately for the period served
during the year of his retircment, including all contributions made during or for
such period, shall, at the date of his retirement and at his election, be—

(1) returned to him in lump sum; or

(2) used to purchase an additional life annuity ; or

(3) used to purchase an additional life annuity for himsclf and to pro-
vide for a cash payment on his death to a beneficiary whose name shall
be notified in writing to the Dircctor by the participant: or

(4) used to purchase an additional life annuity for himself and a life
annuity commencing on his death payable to a beneficiary whose name
shall be notified in writing to the Director by the participant with a
guaranteed return to the beneficiary or his legal representative of an
amount equal to the cash payment referved to in subparagraph (3) above.

(b) The benefits provided by subparagraphs (2), (3), or {4) of paragraph
(a) of this section shall be actuarially equivalent in value to the payment pro-
vided for by subparagraph (a) (1) of this section and shall be calculated upon
such tables of mortality as may be from time to time prescribed for this pur-
pose by the Director.

(¢) In case a participant shall become separated from the Agency for any
reason except retirement on an annuity, the amount of any additional deposits
with interest at 3 per centum per annum, compounded as is provided in para-
graph (a) of this section, made by him under the provisions of said paragraph
(a) shall be refunded in the manncr provided in section 241 for the return
of contributions and intercst in the case of death or separation from the Agency.

(d) Any benefits payable to an officer or to his beneficiary in respect -to the
additional deposits provided under this section shall be in addition to the bene-
fits otherwise provided under this title.”

Mr. Rivers. So let’s now start considering the new proposal, or the
amended version. [Reading:]

A BILL To provide for the establishment and maintenance of a Central Intelligence Agency
‘Retirement and digability system and for other purposes

Be it enucted by the Scnate and the House of Representatives of the United
States of America in Congress assembled, That this Act may be cited as the
“Central Intelligence Agency Retirement Act of 1963.”

SEc, 2. When used in this Act, the term—

(a) “Agency” means the Central Intelligence Ageney ; and

(b) “Director” means the Dircctor of Central Intelligence.

Now, Mr. Blandford, you take up from there.

Mr. Branprorp. All right, let’s just proceed then, Mr. O’Neill, or
General, with an explanation of why we want to cfumge the defini-
tion or what the definitions means. Let’s start right from there and
read the bill and explain it as we go along.

Mr. Rivers. Go ahead.

Mr. O’NErwr. Allright, sir,
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Mr. Bares. 1 don’t want to nit-pick,
establish the maintenance of a Central
disability system,” shouldn’t that be caps

Mr. Branororp. I think either the “u
or the “disability” ought to be large.
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but on the second line, “to
Inteiligence Retirement and

on those ?
etirement” ought to be small

Mr. Bares. No, this is retirement, not the establishment of an

agency. So it would have to have caps
Mr. Branprorp. Then “disability” ou
Mr, Rrvers, We can correct that.

on the “retirement.”
rht to be capitalized.

Mr. Braxprorp. I might also make another suggestion and that is

some words of limitation in the title, itsd
that this is going to apply to all of the C1:

Mr. BaTes. Right.

Mr. Braxororp. I would suggest th
?rovide for the Establishment and Mai
Jigence Agency Retirement and Disab
WNumber of Employees and for Other Pur

Mr, Rrvers. That takes care of it.

Mr, Harpy. That suits me.

M. Bes~err. That is good.

Mr. Iarpy. If it should be desirable t
tpecifically, we can do that in another sect

Mr. Branororp. We may have to gef]
the sections.

Mr. Rivers. T think that will take cat

Mr. Buanprorp. All right.

Mr. Rivers. Are youready toread the k

Mr. O’Nurr., Yes, sir.

Mr. Rivers. Gio ahead.

Mr. O’Nerr (reading) :

DEFINITIONS

SEC. 2. When used in this Act, the terrm—
(a) ‘“Agency” means the Central Intellige
(b) “Director’” means the Director of Cen
In explanation, these are routine definit
Mr. Branprorp. All right.
Mr. O’Nenn (reading) :

1f, to get away from the idea

A.

s title, Mr. Chairman, “To

ntenance of a Central Intel-
ility System for a Iimited

poses.”

o put a limit on the number,
ion. )
into that when we get into

re of it.

ill?

ance Agency ; and
tral Intelligence.

ions.

PART A—ESTABLISHMENT OF SYSTEM

RULES AND REGULAT

Mr. Bates. Mr. Chairman, I would sy
of these technical points with reference

Mr. Braxprorp. We will take care of it

Mr. Bares. Be handled by the staff.
substantive matters.

Mr. O’Nerr. Fine.

SEc. 201. (a) The Director may prescribe ru
lishment and maintenance of a Central Intelli
ability system, referred to hereafter as the syste

IONS

1ogest that from here on any
to numbers

We will just stick with the

les and regulations for the estab-
Fence Agency retirement and dis-
m.

Mzr. Bexwerr. There is something wrdng right there. That sounds

liko a general proposition.

Mr. ITarpy. This is where you are going to insert that “for a lim-

ited number.”
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Mr. Buaxprorp. “For a limited number.”
Mr. O’NzLn. “For a limited number,” and so forth.
Mr. Buanororp. “For a limited number of employees.”

Mr. O’Nema. Period. [Reading:]

(b) The Director shall administer the system in accordance with such rules
and regulations and with the principles established by this Act.

BSTABLISILMENT AND MAINTENANCE OI' FUND

8rc. 202. There is hereby created a fund to be known as the Central Intelli-
gence Agency retirement and disability fund which shall be maintained by the
Director. The Central Intelligence Agency retirement and disability fund is
referred to hereafter in this title as the fund. ’

Mr. Benyerr. Now right there, again this reads as if it is a general
retirement thing. I am wondering if it should be given such a general
title and general aura, when it is for a specialized minority of your
employees.

Mr. O’Nemr. Although it is for a minority, it would be a separate
and distinet special fund for the handling of this activity.

Mr. Branororp. I think we could add the words on line 18, after
the word “fund”, “for a limited number of employees.”

Mr. Harpy. If you have got it covered in section 201, I don’t know
why you need it here.

Mr. Buanororp, It is just to repeat.

Mr. Rivers. Then you are coming to the participants, that is coming
up.
er. Hupprrsron. This merely lists the title of the fund.

General Cartr. If we insert the words—we have already defined
this, “hereafter referred to as the system.” So if we use “the system”
thoughout, I think we are covered, sir.

Mr. Rivirs. Ithink it is plain enough.

Mr. Bares. Right.

General CArer. Yes, sir.

Mr. O'NemL. In explanation of this section, the section gives the
director the authority necessary to establish and maintain a retirement
system and to prescribe rules and regulations governing its admin-
istration.

Mr. Braxprorp. Now obviously in connection with this, the 614
percent contribution will go into this fund and that money, in turn,
will be invested in Government bonds, and so forth. Will the general
rules of investment, as applies to the civil service retirement fund,
apply to this fund?

Mr. O'Nzuirn, The present considerations would be that this would be
handled in Government investments, yes, sir.

Mr. Branprorp. Government investments. Now, this will then
necessitate a separate appropriation hereafter for the Government’s
contribution, and also for any additional annuities that may be added
by Congress at a later date which is not carried in the fund, and it is
understood, therefore, that with this language, this, in effect, means
that you will have to obtain appropriations at a later date and also will
require appropriations for any add-on’s to the program which may
come about as a result of any additions in annuities that may he here-
after provided for Government employees who are covered.
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Mr. O’Nernn. That is correct, sir.
Next subtitle:

ESTABLISIIMENT AND

Seo. 202. There is hereby created a fund t
gence Agency retirement and disability——
Mr. Branprorp. You already read th
Mr, O’Nemwr. Sorry. Our explanati
as we have previously covered.
Mr. Rivers. To “Participants®.
Mr. O’NE1LL (reading) :

MAINT

A

RDP78-03721A000100050005-9

ENANCE OF FUND

o be known as the Central Intelli-

t.
on on that would be the same

PARTICIPANTS

SEe. 203. The Director may designate from
and employees, hereafter referred to as par
the benefits of the system. Any officer or er
yvears of service with the Agency and whose
the Director to be qualifying for the system
system for the duration of his employment b

Period.

Mr. Bares. Now that is new language
. Mr. Braxororp. Yes, sir.

Mr. O’Nerr.. That is new language.

Mr. Braxprorp. That is what you st
yesterday. Is that satisfactory?

time to time such Agency officers
ticipants, who shall be entitled to
iployec who has completed fifteen
rareer at that time is adjudged by
shall remain a participant of such
y the Agency.

there.

iggested, as a matter of fact,

Mr. Bares. That is what T had in mind. Ts it satisfactory ?

General Carrer. Yes, sir.

Mr. Rivers. It sounds good to me.

Mr. O’Nernn. This would insure that
who has had 15 years of service would &
not in any danger of being moved out

g

Mr. O’Neirr. In addition, this section
comparable provisions of the Foreign Se
ice officers are automatically covered by
under the Foreign Service Act. Howey
Agency employees will serve under co

an individual in the system
now at that time that he was

of the system at a later date.
Mr. Rivers. I think that would cover it.

necessarily deviates from the

rvice Act, since Foreign Serv-

virtue of their appointments
er, only a limited number of

nditions which will warrant

osther than normal retirement considerations, and those who are to be

designated as participants, pursuant to
rigid selection process.
Mr. Branprorp. May T suggest at this
words: “shall at his election remain a p
is employment by the Agency.”
Would there be any advantage or d
“he individual to have
Mr. Rivrrs. To make an election ¢
Mr. Branororp, Tohave this done ath
Mr. Haroy. T think what you are tal
situation and I can’t think of one, but the

this section, will undergo a

point the possibility of these
rticipant for the duration of

sadvantage at that point to
s election?

king about, there could be a
re might be a situation under

"which a person would have retirement ¢redits, availability of retire-
nent under another system which might be adversely affected by his

being required to stay under this.
 Mr. Branprorp. That is really what
visualize the situation.

I am trying to say. I can’t

Mr., Harpy, Ican’teither, but it is a possibility.
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Mr. Rovers. He may jump from security to insecurity.

Mr. ITarpy. You might even have a situation where a person would
be eligible for military retirement and fall in this category, also, and
it might be to his disadvantage if he were by statute compelled to stay
in this system.

Mr. Rivers. Why don’t we ask the general?

Mr. ITarpy. It wouldn’t hurt anything to put “at his election” in
there.

Mr. O’'Nera. Allright.

Mr. Rivers. Why don’t we ask General Carter.

You come under that category. How many years did youhave?

General CarTER. Thirty-two years, sir.

Mr. Rivers. ITow did this thing affect your

General Carter. 1 am not eligible.

Mr. BLanprorp. You are on active duty, aren’t you ¢

General Carrer. Yes, sir, I am on active duty. I am not eligible.

Mr. Rivers. If you weren’t, you would have had to have a special
act of Congress.

Mr. Iarpy. No.

Mr. Rivers. We did.

‘Mr. Bares. Yes, we did.

Mr. Rivers. Wait a minute, we had to do it for

Mr. Bares. For General Swing.

Mr. Xarpy. Yes, but CIA specifically is permitted a certain num-
ber——

Mr. Braxprorp. The Deputy Director, by law, may be a member
of the military.

General CarTer. Yes, sir. I am assigned there, sir, by the military.

Mr. Rivers. But you wear two hats, really.

Gieneral CarTER. No,sir, I ain afraid not, Mr. Chairman.

Mr. Rivers. Aren’t you military ?

General Carter. Yes, but I am a statutory appointment of the
President.

Mr. Branororp. Doesn’t the law say that the Director or Deputy
Director, but not both, may be military ¢

General Carter. Yes, sir, that is true.

Mr. Batrs. You get paid by whom, CIA ?

General Carrer. I get paid by the military, but the Department of
Detfense is reimbursed by the CIA for my pay.

Mr. Barrs. Right. Now on your retirement you will be retired as
a military officer ¢

General CarreEr, Yes, sir.

Mr. Rivers. You will get 5 percent under our pay bill, won’t you?

Mr. Barrs. If you were a reservist you would get both.

Mr. Rivers. If you were a reservist you could do it.

General Carrer. Yes, sir,

Might T suggest, sir, on line 6, after the word “system,” if we take
out. the word “shall” and say “may elect to.”

Mr. Harpy. That would do it.

Mdll' Rivees. I think that would cover whatever Mr, Hardy has in
mind.

General Carrer. This gives all of the election, then, to the indi-
vidual, I think is the purpose of this.

99-066—63—No. 26——6
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Mr. Rivers. That is right, 1 think t
know of a case.
Mr. Harpy. Actually, you could have

hat would cover it. I don’t

1 case right now, because CIA

18 permitted to employ up to 15 retired military officers, is it ?

General CarTer. Yes, sir.

Mr. Harpy. So if you had a military
sumably he is also drawing military retire

Mr. Braxprorp. They are subject to
Hut not subject to the Dual Employment—

Mr. Rivers. Not unless heis a Reserve.

Mr. Buanororp. The Regular is subjel
Act, but not subject to the dual employme

Mr. Rivers. That is right.

Mr. Haroy. This is the only agency I
]ermission,

Mr. Braxororn. No, sir, there are ma
orans’ Administration can hire 25 retire
to the Dual Employment Act. The ot
vas to hire 25 retired officers without re
or dual compensation provisions. We r
hired without the dual employment but
sation Act, which means that the only
employed without regard to the dual ¢
officer retired for combat wounds or as 2
of war.

Mr. Haroy. Anyway, I think this worg

Mr. Rivers. Now the next thing is se
Mr. O’Nern (reading) :

ANNUIPANTS

SEc. 204. (a) Apnuitants shall be persons v

the fund and all persons, including surviving

1endent widowers, children, and beneficiaries d

shall become entitled to receive annuities in a
this Act.

(b) When used in this title the term—

(1) “Widow” means the surviving wife of

t> such participant for at least two years imi

i3 the mother of issue by such marriage,
(2) “Dependent widower” means the survivi

vras married to such participant for at least {

ter death or is the father of issue by such m

salf-support by reason of mental or physical d
taan one-half of his support from such partieipar

(3) “Child” means an unmarried child, un
such unmarried child regardless of age who, b

ability incurred before age eighteen, is inecapd
t> the offspring of the participant and his or h

officer employed by CIA pre-
»ment, isn’t he ¢
the Dual Compensation Act,

ct to the Dual Compensation
nt statute.

know of that has that special

1y other agencies. The Vet-
d officers who are not subject
iginal CIA request in 1948,
ocard to the dual employment
pduced it to 15 who could be
subject to the Dual Compen-
Regular officer who could be
mpensation provision is an
result of an instrumentality

ling:
ction 204, “Annuitants.”

ho are receiving annuities from
wives and husbands, widows, de-
f participants or anruitants who
ccordance with the provisions of

a participant who vwas married
mediately preceding his death or

ng husband of a participant who
wo years immediately preceding
arriage, and who is incapable of
isability, and who received more
t
ler the age of eighteen years, or
ccause of physical or mental dis-
ble of self-support. In addition
cr spouse, the term includes (a)

an adopted child, and (b) a stepchild or recognized natural child who received

niore than one-half of his support from the parti
Mr. Branprorp. Is there anything in

i3 different from the Foreign Service Act ?
Mr. O’Netn. No, sir, this section defi

‘eligible for benefits under the retirement
else.

ipant.
that section that in any way

nes annuitants who may be
system, and contains nothing

Mr. Branprorp. I call the subcommittee’s attention to only one

feature and that is the language waich says “or is the mother of issue
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RDP78-03721A000100050005-9



Approved For Release 2002/03/2%g&IA-RDP78-03721A000100050005-9

by such marriage,” which might mean the mother of an illegitimate
child would be eligible for the benefits, which apparently is true for
the Foreign Service Act.

Mr. O’Nzirr. Yes, sir. )

Mr. ITarpy. I don’t know whether this is a good idea. I had it
marked, myself, because this is the same kind of thing that we hashed
over thoroughly in the Survivors Benefits Act—what constituted a -
widow, and so forth. I was a little troubled with providing coverage
for these illegitimate children.

Mr. Bennerr. We have a pattern already. It is easier to follow the
»attern.
! Mr. Haroy. You want to protect the wives.

Mr. Barrs. What is the language in the veterans’ compensation
laws?

Mr. Braxprorp. I don’t believe the VA recognizes illegitimacy, al-
though you can legitimatize children.

Mr. Br.anprorn. What is the subcommittee’s pleasure ¢

Mr. Haroy. You want to protect a mother of an illegitimate child,
make her a beneficiary ¢

Mr. Braxororp. Or do you want to protect the illegitimate child ?

Mr. Haroy. That is different.

Mr. BenNerr. As a practical matter, you are protecting the child,
they haveit in the Foreign Service, 0 let’s do it here.

Mr. Rivers. You want the measure, don’t yon ¢

Mr. O’Nrirn (reading) :

PART B—COMPULSORY CONTRIBUTIONS

SEc. 211, (a) Six and one-half per centum of the basic salary received by
each participant shall be contributed to the fund for the payment of annuities,
cash benefits, refunds, and allowances. An equal sum shall also be contributed
from the respective appropriation or fund which is used for payment of hig
salary. The amounts deducted and withheld from basic salary together with
the amounts so contributed from the appropriation or fund, shall be deposited by
the Agency to the credit of the fund.,

(b) Each participant shall be deemed to consent and agree to guch dedue-
tions from basic salary, and payment less such deductions shall be a full
and complete discharge and acquittance of all claims and demands whatso-
ever for all regular services during the period covered by such payment,
except the right to the benefits to which he shall be entitled under this Aect,
notwithstanding any law, rule, or regulation affeeting the individual's salary,

Mr. Ravers. It never occurred to me that you would have to
pus all that in there to take out 614 percent. ,

Mr. O’NriLw. Yes, sir, you do. This section provides for contribuy-
tions to the retirement fund, as you mentioned both by the employee
and by the Agency at this rate of 614 percent of basic salary, which
18 the same under both the Foreign S%rvice retirement system and
the civil service retirement system.,

Mr. Rvers. Go ahead.

Mr. Branororp. This means that once a person has put in the
fund he has no choice as to whether or not he wants to be in it or
not, the 614 percent will be deductod.

Mr. O’NErwLL. Yes, sir.

Mcr. Branororn. So civil service is optional?

Mr. Haroy. Civil service is not optional.

Mzr. Rivers. Not if you get under it, you are under it,
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Mr. Branprowp. But you have to sign a piece of paper to say
you want to get in it.

Mr. Haroy. No, that is legislative only

Mr. Braxororp. That is just for that?

Mr. Harpy. Yes. You elect, but the others don’t.

Mr. Braxororp. I see. I thoughteverybody was like me.

Mr. HuppLestox. You have to resign to withdraw your fund.

Mr. Rivess. This is interesting when you write these acts in
the organic form, you start off the basis| for the whole system. You
Isarn a lot about it.

Mr. Haroy. Six and a half percent is
that will apply to all your employees, ist

Mr. O’Nemr. That is right.

General CarTeEr. Everyone.

Mr. Rivers. Everybody.

Mr. Haroy. You would have trouble
where you have a differentiation in the ry

Mr. Rivers. This is the same for every

Mr. Harpy. All right.

Mr. Rivens. Let’s go to the next section.

Mr. O’NEmy (reading) :

the same rate of deductions
1at right ¢

if you ever get to a point

te.
body.

Part C—COMPUTATION OF ANNUITIES

shall be equal to 2 per centum
five consccutive years of service,
to the fund, multiplied by the

Sme. 221, (a) The annuity of a par:icipant
of his average basic salary for the highest
Zor which full contributions have been mad
1umber of years, not exceeding thirty-five, of jservice credit obtained in accord-
ince with the provisions of sections 251 and 252.

Mr. Braxprorn. Thank you very much, you just saved me a

question.
Mr. O’Ner. Very well.

In determining the aggregate period of sdrvice upon which tke annuity is
to be based, the fractional part of a month, if any, shall not be counted.

(b) At the time of retirement, any married participant may elect to receive
a reduced annuity and to provide for an annuity psyable to his wife or her
husband, commencing on the date Zollowing such participant’s death and
terminating upon the death of such surviving wife or husband. The annuity
payable to the surviving wife or husband after such participant’s death shall
be 50 per centum of the amount of the phrticipant’s annuity computed as
prescribed in paragraph (a) of this sectiod, up to the full amount of such
annuity specified by him as the base for thie survivor benefits. The annuity
of the participant making such election shall be reduced by 2% per centum
of any amount up to $2,400 he specifies asithe base for the survivor benefit

plus 10 per centum of any amount over $2,400

(e) (1) If an annuitant dies and is surviv
child or children, in addition to the annuity]
husband, there shall be paid to or on behalf
the smallest of (i) 40 per centum of the an
determined under paragraph (a) of this sect
dren; (ii) $600; or (iii) $1,800 divided by

(2) If an annuitant dies and is not surviy
child or children, each surviving child shall

so specified.

.d by a wife or husband and by a

payable to the surviving wife or
of each child an annuity equal to

nuitant’s average basic salary, as

on, divided by the number of chil-

the number of children.

ed by a wife or hushand but by a
be paid an annuity equal to the

smallest of (i) 50 per centum of the any
determined under paragraph (a) of this
children; (i1) $720; or (iii) $2,160 divided

uitant’s average basic salary, as
gection, divided by the number of
b;

the number of children.

Mr. Branprorp, Does that mean that the maximum benefit that
would be paid to the family of a deces sed member of your organiza-

tion who participates would be $

|

2,160, divided by the number of chil-
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dren? In other words, if a man died with two children, $2,160 is
still the maximum amount that would be paid to those children?

Mr. O’Nerre. To the individual child.

Mr. Bates. You only get the smallest; you only get the $720.

Mr. Branororn. That 1s what T am saying; $2,160 is the maximum.

Mr. Rivers. Maximum.

Mr. Braxororp. To be paid to those two children. That seems
like an awful small amount for a man who

Mr. O’'Neivr.. That amount, the smallest of these three amounts,
would be the amount paid each child.

Mr. Bates. You wouldn’t get that $2,160 divided by 2; you would
get the $720 each.

Mr. O’Nrerrn. Yes, sir.

General Carrer. If there were two children ; that is correct.

Mr. Rivers. Or-$2,160——

Mr. Bates. It isthe smallest, Russ.

Mr. Branororp. Yes; they wouldn’t each get $2,160, would they?

General Carrer. No, sir.

Mr. Braxwprorp. Supposing this fellow has been in the fund for
some time, and actually the fund, the children, say, are 16 and 17;
there is no surviving wife. And he has contributed $15,000. And
you are going to pay two children $720 a year for the next 2 years.
‘What happens to tﬁe rest of that money ?

Mr. O’Nzrrr. There is provision for return of excess amounts paid
in, sir.

Mr. Branprorp. Allright. Go ahead.

Mr, Bruxerr. Can we refer back here a minute, because T am afraid
in our history of this legislation about this question of widows and
children we have left something in the record which was not the
intention of the statute, as far as Foreign Service is concerned.

It says here, section 204, subsection 1, page 4, if you read this section
about “mother of issue by such marriage,” you will see it doesn’t
refer to illegitimate children, per se. Grammatically it refers to a
widow who must always be a surviving wife,

Mr. O’Numn. Yes.

Mr. Benwerr. It could be a surviving wife married for 2 years or
married for less than 2 years, and there was a child.

Mr. O’Nrr. Yes, sir.

Mr. Brxwerr. The only way “illegitimate” would ever come into
this picture would be if there was an illegitimate child occurred before
the marriage and then there were a subsequent marriage. That is
fantastic, because if you try to make this into saying “widow is the
mother of issue by such marriage,” you are referring back to a
marriage, so it doesn’t refer to an unmarried person at all. This refers
only to married people, ‘

Mr. Woonvear. May I make a comment on that?

Mr. Rivers. (Go ahead.

Mr. Woopvear. The Department of State’s interpretation on that
has been exactly as Mr., Bennett has described it, a combination of
marriage and issue by such marriage. The illegitinate children, if any,
are covered by the phrase “natural child” on the next page. If a man
has an illegitimate child he recognizes, and pays the support of, we
would not deny him that right.
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Mr., Bexwerr. I just wanted to clear
something not in the statute.

Mr. Woopyrar. That is not interpre!
way.

1%{7[1'. Braxororp, I am delighted to kng
e happy to take a case to court of cl
aistory and say that widow can also be d
and the mother does not have to be marrid

Mr. Bexnerr. It says “by such marriage.

Mr. Braxprorp. But the “or” is there,
Mr. Bexnnerr. The “or” referred to “
Mr. Braxororp. It might,

Mr. Benverr. Let’s don’t make it an
strued it this way, all right.

Mr. Branororp. That is why 1 am ¢
srove or establish your point. I just v
future time, if this is the intention, that
mmarried mother of children, then the
noint it out, because certainly I got the

Mr. Woopyrear. Here you are defining
of a child, and your interpretation wou

this up. We were creating
ted by the Department that

w that, but point out I would
nims without this legislative
lefined as the mother of issue,
d.

»

was” and “is.”

y worse. If they have con-
rying to make the record, to
ron’t want the GA.O at some
it is not to be applied to the
record, as you say, ought to
yrong interpretaticn of it.
“widow” and not the mother
1d make the mother of an il-
ntended.

legitimate child a widow, and that is not 1
Mr. Benwurr. Correct.
Mr. Woopyear. It is the “natural chil

take care of the “illegitimate.”

Gmmmaticalll

y it.is not possible.
” on the next page that does

Mr. Rivirs. Let the record show that)and let the record. show that
the intent of the Congress is as Mr. Woodyear and Mr. Bennett ex-
plained it, and GAO can’t go oft the tragk, because in the construction
of any statute you have to go to the legislative history.

Mr. Branprorp. May I put this in the record at this point, section

204 (a) (1) in the definition of “widow”
married to a participant for 2 years or a

eans a person who has been
person who has been married

o a participant for less than 2 years who has children by the par-

ticipant.
Mr. Ben~err. Correct.
Mr. Rivers. Ithink that coversit.
Mr. Branororp. All right.

Mr. Rivers. Then any construction would have to go along—that

vould clearly show the intent of the Congress.

rou can get it.
Goahead. Thank you, Mr. Bennett.
Mr. O’Nenn (reading) :

(d) Ifa surviving wife or husband dies or t.
ithe annuities of any remaining children shall

It is the only place

|

e annuity of a child is terminated,
e recomputed and paid as though

such wife, husband, or child had not survived the participant.

(e) The annuity payable to a child under p
uhall begin on the first day of the next nonth a
annuity or any right thereto shall be terminate
ment of the age of eighteen years, excapt tha
support by reasons of mental or physical disa
nated only when such child dies, marries, or re

(f) At the time of retirement an unmarried

& reduced annuity and to provide for an annu
reduced annuity payable after his or he: death
be designated in writing to the Director.
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Mr. Haroy. Is that provision in the TForeign Service Act?

Mr. Br.axprorp. Yes, but not in the civil service retirement fund.

Mr. Haroy. I am questioning that particular provision, because this
hasn’t anything to do at all with need or dependency. This, in effect,
would, if T understand it—and maybe I don’t—would permit an an-
nuitant to select anybody that he chose.

Mr, Braxororp. That is right,

Mr. Bares. Like an insurance policy.

Mr, Harpy, Yes.

Now, I have a little trouble seeing how you would justify Federal
contributions for that. I think it would be all right if the annuitant
were paying the entire cost of the system, but where you have a sub-
stantial amount, a substantial part of it as contributions from the
Federal Treasury, I doubt the wisdom of that.

Mr. Rivers. Let’s hear from:

Mr. Haroy. I will go along with it for dependents, but

Mr. Rivers. Let’s hear from Mr, O’Neill.

Mr. O'NErn, If T may, sir, at that point, the annuity is fixed. His
rights and benefits are established. He is now electing to take a re-
duced annuity in favor of providing someone he would designate to
receive part of his annuity after his death.

Mr. Rivers. He built up some kind of an estate and it looks to me
like if you let a man who happens to have children—give him more
consideration than the man who doesn’t, he ought to be able to do some-
think like that. I wouldn’t want to take that out.

Mr. Haroy. I think you have an entirely different set of facts.

Mr. Branororp. Mr. Hardy has a point here, because what you are
really doing, Mr. Chairman, is you are giving a participant who is
unmarried the right to select some friend of his— .

Mr. Ravers. It might be his mother.

Mr. Braxprorp. Well, his mother is covered, a blood relative—T
mean a widow or a child or a mother would be covered by thelaw. But
here, Mr. Hardy, I think, has a very good point, that here you are
saying that you can take this person who has no relationship to the
participant and he can gain

Mr. Bares. May not.” It might be his brother, it might be his sister
with a bunch of kids,

Mr. Branororo. It could be, it could be anybody.

Mr. Rrvers. Let’s hear more explanation. T don’t know that T am
ready to take it out,

Mr. Batms. Let’s look at the rest of it. Ts he going to be charged
614 percent regardless, are we going to do that, even though he can’t
execute some provision like that?

Mr. Braxprorp. The money becomes part, of his estate. If there is
no eligible beneficiary, then the amount that he has contributed I
assume becomes a part of his estate, and would be distributed accord-
ing to the laws of the State in which he died, or according to his will.
I think Mr. Hardy’s point is well taken in this respect. Here is the
Government, contributing 614 percent, and then any future increases in
annuities come along which are all at the taxpayer’s expense will accrue
to the benefit of this beneficiary. At least it ought to be restricted to a
blood relative or something like that.

Mr. Haroy. Let me explain my thinking about it.

Mr. Rivers. Go ahead.

Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9




Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9
5870 |
!

Mr. Hagroy. Because this may or may not be valid, but this is the
way I look at it. Actually, the costs, the/ Federal Government’s cost
is increased whenever you tie, at least it lis expected to be increased
w.aenever you tie it to survivorship. I think we can fully justify an in-
crzase in the Government’s cost where survivorship is related to the
dependents, or perhaps to even blood relatives, but I think it is recog-
nized that a cost of survivorship increases the total actuarial value of
a person’s estate.

You are expanding the Government’s obligation in order to permit
an annuitant to make a better provision for his survivors, I have a little
trouble justifying increasing the Federal rost to increase the estate of
an annuitant who doesn’t have dependents, and it just happens to be
somebody that he wants to pass his benefits to.

Mr. Rivers. Let’s hear what you have to say.

Mr. O’Nzmr.. While you were speaking T refreshed my own recol-
lection. I noticed there are severe penal%ies placed on the individual
for exercising this election. |

Mr. Rivers. Read that.

Mr. O’Neimnn. Continuing with section|221(f) :

The annuity payable to a participant raking jsuch election shall be reduced by
1) per centum of an annuity computed as prdvided in paragraph (a) of this
s2ction and by 5 per centum of an annuity so compputed for each full five years the
person designated is younger than the retiring participant, but such total redue-
t.on shall not exceed 40 per centum. No such election of a reduced annuity pay-
able to a beneficiary shall be valid until the pavticipant shall have satisfactorily
rassed a physical examination as prescribed by the Director. The annuity pay-
2ble to a beneficiary under the provisions of this paragraph shall begin on the
frst day of the next month after the participant dies. Upon the cdeath of the
surviving beneficiary all payments shall cease {Lnd no further annuity payments
¢ uthorized under this paragraph shall be due or,payable.

There are stated, sir, in explanation, tiu'ee restrictions; one, the re-
duction ; two, requiring the beneficiary to have a physical examination ;
and third, the termination of all benefits and no refund of excess
moneys after the death of the beneficiary

Mz, Branororp. The beneficiary is .not examined, the participant is
examined. Frankly, I don’t know why the participant should be
Ziven a physical examination. What al‘lg you trying to do——determine
20w long the participant is going to live] or how long the beneficiary ?
The beneficiary is the key to it—how long she is going to live. In one
respect it is important from the viewpoint of how long this reduction
in retirement income is going to take effect, but there is nothing in here,
for example, in this language, that precludes me as a participant,
unmarried participant, from electing a 2-year-old child who will live
to be 150 years old, from being the beneficiary here. It is only going
to be—the only reason they are examining me, T presume, is to deter-
mine how long I am going to live aftér I retire; but supposing the
particinant doesn’t pass the physical examination, what do you prove?

Mr. Rivers. The Director has some djiscretionary power there, that
is what it gives him. Let’sask Mx.

Mr. Bares. T can see a circumstance. | Take a man who now is ready
to retire but he is on his deathbed, take that situation, and all of a
sudden he decides he wants to turn this money over to someone else.

Mr. Rivers. To a girl he has been 'C‘,O]rll‘fi]lg‘ for 15 years.

Mr. Bates. He would have to pass thp physical under this, wouldn’t
he?
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Mr. O’Neirr. Yes, sir.

Mr. ITarpy. If he is ready to retire, he can draw out his retirement
contributions, can’t he, at this point, in this situation ?

Mr. O’'Nzirr. No, sir, he cannot withdraw his money.

_ Mr. Branororp. I think it is any time up to 20 years you can draw
it out.

General Carrer. At the time he retires I believe the money he has
put into it is sequestered in the fund and remains there for the pur-
poses of paying his annuity. e cannot withdraw it in a lump sum,

Mr. Ilarpy. If he dies, then, before he has retired, then his estate
would get back what he paid in.

Mr. O’Nprr. Yes, sir.

General CARTER. Yes, sir.

Mr. Bennmrr. Is that so?

General CarTER. Yes, sir.

Mr. Bexxerr. Is that true of all civil service retirement? You get
back what you paid in?

Mr. Barrs. Plus interest.

Greneral CarTer. Yes, sir.

_ Mr. Bates. It used to be 4 percent. I don’t know what the interest
is now.

Mr, Rrvers. Let me agk a question, Mr. Bland{ford.

Now, you took this from the Foreign Service Act?

Mr. O’'NerLe. Yes.

Mr. Rivirs. Maybe Mr. Woodyear can give us some kind of ex-
planation. What is the reason for this, Mr. Woodyear?

Mr. Woopyear. The reason for this is the man has a vested interest
in his retirement benefits which he has bought through the years and
it is assumed if he is unmarried he has a right to make an election.

Mr. Rivers. ITe had built up an estate in it.

Mr. Woopvrar. That is right. This also is a provision under the
civil service system. The civil service system goes further than the
Foreign Service system does, in that an insurable interest must be
established in the person that is designated as beneficiary who is not
a relative.

Mr. Bexnerr, That is not required here ?

Mr. Woopyear. That is not required here.

Mr. Buanororp. This would be a valid provision here, if the person
had to have an insurable interest in the individual. For example, you
can always insure a relative, within restrictions, within certain States,
but you ecan’t insure—I couldn’ insure Sonny Liston when he fights
Tucius Clay if I decided he was going to make some money out of it.

Mr. Rivers. You wouldn’t have to.

Mr. Woopyrar. T think almost without exception in the Foreign
Service our system is a small one, not many examples, but such elec-
tions have been for distant relatives who were dependents of the
participant.

Mr. Bexyerr. That is the relative situation, where they are ac-
tually dependent, 1 think that makes a good deal of sense.

Mr. Haroy. T wouldn’t have any trouble with that.

Mr. Barrs. Let me ask, say he had two individuals, one who had
a son, the other individual was unmarried but he had a nephew.

Now, under the first case, he can only get it to age 18, or is it, 21
unless there is something wrong with him ?
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Myr. WoobyEasr. 21.
Mr. Bates. Now, let’s take the situati
tnat reduced annuity the rest of his life

Mr. Woopyear. That is correct.

Mr. Bares. Isthat right?

Mr. Woopyear. If the individual red
close to 50 percent by the time he gets t}
Le so much younger than he was, it woul

Mr. Batus. Not to exceed 40 percent,
Uncle John wants to leave it to his nep

Myr. Woopyear. That is true.

Mr. Barus. And this continues the len

Mr. Woopyear. Yes.

Mr. Bates. But the father of this othe
years.

Mr. Woobpyear. But such determinatio
Secretary, and I would not think “hat tl
or the Director would approve such el
was crippled or disabled or in some wa
he would not be self-supporting. There i

Mr. Bates. Where is that language al

Mr. BEnNETT. Let’s restrict it to depe
be. Unless it i3, I think it ought to be out

Mr

Mr. Rivers. What about the word:

Mr. Bates. Can I get an answer ?

Mr. Woonyear. That is implied, sir,
name shall be designated in writing to th

Mr. Bates. I see no prohibition there.

Mr. Woopyear. That has been interpr
designation in writing to the Director pi
rajection of such designation.

Mr. Bazes. I can’t read that into it.

Mr. Hopprestow. I can’t.

Mr. WoopyEear. That has been our int

Mr. Braxprorp. How about adding t
man—and I think this may cure it.: “whe
and accepted in writing.”

Mr. Harny. That is still too broad; u
T don’t think you have helped.

on of a nephew, he can get
if this individual so elects?

uces his annuity by pretty
hrough. The nephew would
d almost wipe out:
the total reduction. So if
1ew ; that he can do?

gth of the nephew’s life?
er lad, he only gets it 2 or 3

n is at the discretion of the
ne Secretary would approve
ection, unless that nephew
y so totally dependent that
s a discretion in effect there.
out the discretion?

ndents. I think it ought to

. Harpy. I wouldn’t have any trouble with dependents.

n that “shall name, whose
e Director.”

eted in the Department, the
resupposes his acceptance or

erpretation of it. )
he words, then, Mr. Chair-
se name shall be designated

n#ess you tie dependents to it,

Mr. Branprorp. At least you give the Director some leeway to turn

down.

Mr. Rivers. He can do it now.

Mr. Bexverr. Why not change it to
Mr
Mr
Mr

it

. Rrvers. I can conceive of a situat,

|

. Rrvers. What about the words “insurable interest”?
. BLanprorp. You get into trouble. |

ependent or beneficiary?

ion: I live in a place where

taey have a lot of different nationalities and most Europeans have
very close family ties, Italians, Gerraans, g1l of them. I ecan think of an
uncle who wants to take care of a nephew, as Mr. Bates was talking

about; very close, never got married, an
estate of some sort, even though the Gov
they had, at least he has contributed 40
s1ould deny him——

Approved For Release 2002/03/20 : CIA-

4 T think he has built up an
ernment has contributed all
percent. I don’t think we

RDP78-03721A000100050005-9

RDP78-03721A000100050005-9



Approved For Release 2002/03/298:7§IA-RDP78-03721A000100050005-9

Mr. Haroy. I don’t see that. I don’t know where you get the 40
percent from,

. Mr. Rivers. If they put in 60 percent and the Government puts
n—-

Mr. Haroy. The Government puts in 614 percent but that docsn’t
necesarily take care of the requirement. It wouldn’t nearly

Mr. Rivers. You say the Government put it all in; the Government
doesn’t put in more than he does.

Mr. I1arpy. Yes; it does.

Mr. Rivers. But for the aceident of not being married he is denied
any discretion from doing anything with whatever he built up, call it
what you want.

Mr. Ilarpy. I wouldn’t have any problem with permitting him to
designate up to the actuarial equivalent of his investment plus the
614 percent of the Government, but when you go into dependents you
extend this thing over a long period of time, and the costs against the
fund run way up and in all probability will involve substantial addi-
tional appropriations to keep the fund going. :

Mr. Benwerr. Unless the word “dependents” is added before the
word “beneficiary” T don’t like it and would like to strike it.

Mr. Braxororn. T would like to suggest this language, Mr. Chair-
man: On line 25,
payable after his or her death to a beneficiary dependent upon the participant
for over one-half of hig support, whose name——

Mr. Benwerr. That is better yet.

Mr. Haroy. Iwill buy that.

Mr. Bennurr. Let’s buy that. )

Mr, Rivers. How does that sound, General ? o

Mr. Woopyear. Might T make a comment there, Mr. Chairman?

Mr. Rivers. Yes.

Mr. Woopyrar. The Department has draft legislation now in which
it is proposed that this be clarified by using the term “having an in-
surable interest,” and because of the possible impact, this might have
upon the Foreign Service Act

Mr. ITarpy. Maybe we should do it now, then, in order that it would
have an impact.

Mr. Bexnerr. Mr. Blandford’s suggestion is better anyway.

Mr. Rrvers. Ile is trying to agree with you, if you all let him.

Mr. Woonyrar. We would prefer “insurable interest” rather than
“dependent” because there may be situations which I can’t—

Mr. Br.anprorp. Let me ask you. This takes me back to law school,
when T took a course on insurance. I found every State in the Union
had different laws on who and what was an insurable interest.

er. Rrvers. T took the same thing and I don’t remember anything
about it.

Mz, Branororp, Tam going to fish now.

What would determine the insurable interest, the laws of the District
of Columbia, in which the fund is payable from, the situs of the fund,
or the domicile of the beneficiary ?

Mr. Woopyrar, Tam sorry, I could not answer that, Mr. Blandford.
The Civil Service——

Mr. Branororp. You see the problem you are going to run into?

Mr. Woopyrar. Iseeit.
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Mr. Braxprorp. In some States a cousin—you may have an insur-
«ble interest in a cousin, in other States a cousin is not insurable, be-
cause there is no insurable interest. This would be my only reaction,
would be that I don’t know where vou logk to determine whether there
isan insurable interest.

Mr. Woopyrar. I suspect that the Cjvil Service Commission has
devised ground rules based upon the combination of insurable interest
~ulings, but I don’t know the answer to thint, sir.

Mr. Braxprorn, 1 think we ought to— -

Mr. Harpy. I will accept the larguage suggested by Mr. Blandford.

Mr. Benwerr. I like thatbest.

Mr. Rivers. Let’s tentatively—-—

Myr. Buaxprorp, Put that in there.

Mr. Rivers. Let’s tentatively accept that and we will come back to
.t later.

Mr. ITuppLesToNn. Repeat thatlanguage.

Mr. Braxororp, “Dependent upon the participant for over one-half
of his support.”

Mr. Bennerr. Where does that go?

Mr. Braxprorp. Right after the word “beneficiary” on page 7,
line 25. ]

Mr. Rivers. Of course, as a practical fatter, if you get any of these
people who are not married and he stdrts looking around for some
of his people to contribute to

Mr. Harpy. If he is doing that, T wouldn’t be concerned with it.

Mr. Rivers. A lot of them do anyway.

Mr. Harpy. Yes. ,

Mr. Hupprrston. I would like to inquire of Mr. Blandford what his
intention there is. Suppose a child is dependent on the participant for
one-half of his support and that child grows up, does he continue to
draw this reduced annuity ?

Mr. Branprorp. He would under this language, because once it vests,
it continues.

Mr. Bexwerr. That isbetter than it was.

Mr. Rivers. A child is the issue of a man.

Mr. IluppLeston. No; not this thing that Russ is talking abott.

Mr. Benxerr. There is no other retirement system that allows that.
This would be the only one excert for the Foreign Service.

Mr. Branprogp. The only point I am maling is that the odds are—
T am thinking of Mr. Bates’ point—the odds are that a participant who
elects to cover a person who is dependent upon him for one-half of his
support will invariably be a relative.

Mr. ITaroy. More tﬁan likely. 1

Mr. Braxprorp. Or a close relative. | T think Mr. Bates’ point is a
good point. There are a lot of cases f’f uncles who have supported
nephews and nieces, sent them throughi school, and all sorts of things,
provided clothing for them and everything, who are not eligible as
beneficiaries under our definition of “beneficiary,” and wo don’t want
to close the door to this unmarried participant, because the chances are
there will be somebody among his relat.il/’cs who will be dependent upon
him.

This precludes naming someone in aris that he has known for §
or 6 years.
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Mr. Benwerr. Mr, Huddleston’s point has not been touched on. He
is making the point that the other kind of dependent, like a child only
%‘egs it for a certain period while this one is going to get it until they are

50.

Mr. Braxvrorp. With quite a considerable reduction in the amount
payable.

Mr. Bennerr. I am willing to settle on that.

Mr, Rivers. What you are overlooking, though, let’s say—and Gen-
eral Carter is going to have to be the man who has to make the deter-
mination. All General Carter has got to say to my satisfaction, he
has proved that so and so was sufficiently dependent on him, and I
have concluded that he is, and that is it.

It all goes back to the Director.

Mr. Ilarpy. But if you don’t put something in here to tie it to
dependency he wouldn’t have a leg to stand on.

Mr. Rivers. What I am trying to say is yours would in some meas-
ure give you something to work on.

General Carrer. I would like to have Mr. Echols refer to the civil
service system.

Mzr. Ecmons. As Mr. Woodyear indicated, the civil service retire-
ment system has a somewhat similar provision for a nondependent, a
nonrelative, to receive the survivor benefit. I quote here from—read
from. the Civil Service pamphlet describing their particular provision.
The question is, what 1s meant by an insurable interest?

And its states:

If the person named can reasonably expect to receive some kind of financial
benefit from the continuance of the life of the retiring employee, an insurable
interest exists. Generally speaking, any near relative would have an insurable
interest in the retiring employee. If a person other than a near relative is
named, proof of an insurable interest may be required.

So this is the basis upon which the Civil Service.

Mr. ITarpy. That is a regulation that might be subject to a court
contest, where you have got just the words “insurable interest.” Unless
it is defined in the act, itself, I should think a good lawyer might have
a field day with that.

Mr. Ecmrors. I am sure a suit could develop.

Mr. Huvpreston. What is the Civil Service Act, what does their
provision say ?

Mr. Rrvers. Insurable interest.

Mr. Huppreston. I want to get the wording of it.

Mr. Branpororp. I tried to find that and couldn’t find it.

Mr. Rivers. Didn’t you just get through saying “insurable in-
terest” ?

Mr. Benwerr. Under civil service does it allow those people who
have insurable interest—can they get it until they are 100, even though
they are not dependents ?

Mr. Rivers. Once it is established, it is established.

Mr. Earrors. It is indefinite.

Mr. Benwerr. How about a child, an actual son? In other words,
you are doing more for people that just have an insurable interest,
whose interest is not as close, than you are for actual children.

General Carrer. You are making them pay a lot more for it.

Mr. Braxororp. They are taking a reduction in income to do this.
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This is where you get into your deathbed election, and this is where the
physical examination comes in. Apparently what this section means
is that if a man, if a participart 15 in pretty bad shaps physically,
the Director could refuse to accept, or refuse to designate this person
as the beneficiary. I assume that is what it means. And therefore
this is an actuarial section, where the Director must conclude that
there will be a sufficient contribution on the part of the participant
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to at least justify the election.
Would that be a reasonable interpret
Mr. Ecnors. Yes.

tion of this section ?

I, .
Mr. Haroy. I don’t know how you can interpret it that way.

Mr. Braxprorp. That is the only

pay

I can see it. 1 don’t see
participant must pass a

hysical examination, you see. It is only aimed at preventing a death-

what the language would mean tha,l}

ed election, that is the first thing.

General CarTer. That is the purposei

Mr. Bates. Thatis all T can see in it.
Mr. Ecrious. Yes.

|

|
Mr. Branxprorp. This, therefore, must be based on the premise that

from an actuarial viewpoint the odds ax
his retirement over a period of years

amount of the annuity that will be

named. This is the only thing. And a
the bill doesn’t say this, that in deter
the age of the beneficiary must be tak

In other words, a man with a heart ¢

to live for 10 or 15 years, might ke alloy

say, is 50 years old, whereas a man w

would only have this money withheld

lowed to participate in the program

2-year-old nephew who might live to bel

Mr. Harpy. If this gives that much
it is the craziest screwball thing anyh
mit that kind of a determination.

Mr. Braxprorp. I can only suggest
tion of a reduced annuity payakble to 4
the participant shall have satisfactoril}
as prescribed by the Director” mean?

Now, there has to be a reason for {

actuarial equivalent.
Mr. Harpy. Then you would have ¢
for disability would be ineligible to
don’t think there is anything in here—j
Mr. Branprorp. Noj; it says it could
mean heisineligible.
Mr. Haroy. Then you give that d

Yo
position of being the father of everybod
Mr. Rivezrs. 1eis going to have to as
Mr. Harpy. Iknow, but he ought not

e that the money withheld from
vill be sufficient to pay for the
said to the beneficiary who is
t that point I assume, although
mining his physical condition
en into consideration.

ndition, who could be expected
ved to designate somebody who,
th a heart condition, where he
for 10 years, might not be al-
if he was going to name some
95.

discretion to the Director, why,
ow. We ought not to ever per-
u put the Director then in the
y who retires.

snme a lot of responsibility.

to malke that kind of decision.
what the words “No such elec-
beneficiary shall be valid until
v passed a physical examination

his; it must be based upon an

o say that anybody who retires
pxercise this provision. And T

be made ineligible, but it doesn’t

scretion to the Director? We

ought not to give that discretion to anybody. I don’t think the Secre-

tary of State ought to have that diser
Mr. OsmErs. Mr. Chairman.
Mr. Rivers. Mr. Osmers.

btion in the Foreign Service.
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Mr. OsmErs. T have listened to the dialog with great interest and
occasional humor. However, aren’t we losing sight of the fact that the
Director of this Agency has a very important national responsibility
for the safety and the security of the Nation, and aren’t we burdening
him with a great many personnel matters which, in effect, will cause
him to becomo a judge of borderline personnel cases, such language as
“shall satisfactorily have passed a physical examination as prescribed
by the Director.”

We also have him prescribe the type of physical examination, and
it wonld seem to me, Mr. Chairman, that rather than to keep chewing
on this particular point, that this section be rewritten so that the
Director will understand and Congress will understand what an umn-
married person can expect who is employed under this law.

Mr. Rivers. I think if we get out here and concoct all kinds of hypo-
theticalg———-

Mr. Bares. This has got to be rewritten. We don’t know what it
means ourselves.

Mr. Rivers. We will be here until doomsday. Why don’t we do
just as Mr, Osmers has suggested? DBeeanse the Director is only going
to make-—he is only going to set these things up once, he is going to -
delegate these things to somebody. That is the way it is going to be
handled.

Mr, Osmers. Obviously.

My, Rivers. Ikind of favor that insurable interest.

Mr. Iarpy. If you define “insurable interest” in the act itself, 1
wouldn’t object to it, otherwise I think you would have to tie it to
dependents.

Mr. HupprestoN. T would like to have the civil service law with
relation to this read so we can see it. Do you have it.?

Mr. Terrors. Thave it here, sir.

Mr. Rivers. Wait a second. Mr. Osmers is on.

Mr. Osmers. I certainly agree with Mr. Huddleston, that. we should
have that read. Again, of course, the Director, quite properly, would
delegate an authority as complicated and detailed as this, But on
the other hand, an employee who did not agree with the decision of the
delegated party would certainly, under the law, appeal, if you will, to
the Director, because of this language. And this, again, engages the
Director in personnel disputes and affects his ability to enjoy the con-
fidence of other members of the Agency, if they should disagree with
one of his personnel decisions.

Mr. Ruvers. Of course you can’t delegate that to anybody else, you
have the directive. I don’t know how you can get around that. He
has to assume full responsibility.

Goahead and read what you have there.

Mr. Ecuors. Each of you have it in your books, sir, if you would
like to read it yourself, or I can read it.

Mr. Br.anprorp. What page is that on ?

Mr. Ecnors. Tab 5, page 18, upper right-hand corner.,

Mpr. Rrvers. Civil Service Retirement Act. :

Mr. Ecrrors. Upper left-hand corner. Paragraph I1.

Any unmarried employee or member retiring under section 6 or 8 and found
by the Commission to be in good health may, at the time of retirement, elect

a reduced annuity in lieu of the annuity as hereinbefore provided, and designate
in writing a person having an insurable interest in the employee or member to
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ceceive an annuity after the retired individ I's death. The annuity payable
-0 the employee or member making such elec?ﬂm shall be reduced by 10 percent
5f an annuity as computed in seetion ¢ and by 5 percent of an annuity so com-
puted for each full 5 years, the person designated is younger than the retiring
smployee or member, but such total recuction ishall not exceed 40 percent.

Mr. ITubprestoN. Now that is the provision that applies to all CIA
employees except the ones covered by this retirement system?
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Mr. Ecaors, Yes,sir.

Mr. Heooueston. Why can’t we

Mr. Branororn. Why don’t wo
language?

Mr. Iarpy. Ithink that isa good ansy
Mr. Rivers. That would be a good ans
Mr. Osmers. With the word “Direct
Mr. Harny. I would prefer also to hav
terest” incorporated in the statute and n¢
Mr. Branprorp. I don’t think vou coy

have in this case, Mr. Hardy, is a long
civil service has had this law, and for

surable interest would create a new regul

Mr. Haroy. Tf that is sufficiently well
Mr. Rivers. We certainly can’t afford
than the regular civil service employees

Mr. BenNerT. So let’s give them exad

Mr. Braxprorn. And leave the defini

the interpretations placed upon it by {

Mr. Rivers. That would be a good sol

Mr. Braxororp. All right, let’s rewr

Mr. Rivers. Mr. Osmers always helps

incor
subs

orate that in there?
titute that language for this

ver to it.

wer.

br”? instead of “Commission.”
e a definition of “insurable in-
t depend on regulstions for it.
11d-——I mean I think what you
line of decisions now that the
15 to attempt to define an in-
ation.

established.

to give these people any less
We positively can’t do that.
tly what they have got.

fion of an insurable interest to
he Civil Service Commission.
1tion.

ite that section thean.

us.

General Carrer. I might point out, Mr. Chairman, there is no dif-

ference in the reduced annuity or the pa
manner in which it is administered and
I think it is a fine thing.

Mr. Rivers. Mr. Blandford, you checl

Mr. BaTes. The only thing that still
provision.

Mr. Braxpororp. Well, that is the
thatis all.  This is the very thirg that
the election being made on the deat
anuuity.

Mr. Barnee. T wonder if somebody ¢
Service and find out exactly.

yable annuities, it is purely the
his is entirely acceptable to us.

< it.

bothers us is that good health
actnarial equivalent concept,
you discussed here, to prevent
wbed to provide a continuing

ould talk this over with Civil

Mr. Rivers. Mr. Blandford, you get commander—what is that

fellow’s name over there.
Mr. Benxerr. I think it would bg
Service,
Mr. Rivers. Who is that retirad offi

Mr. Branprorp. Commander Downs.

Mr. Rrvers, Yes.

Mr. Branprorp. Actually, I think
Civil Service.

Mr. Rivers. Let’s do that. Let’s go

Wo don’t want to get to nitpicking.

. better to comply with Civil

er from the Supp'ly Corps?

this ought to be checked with

to the next provision.

We are doing too well.
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Mr. O’NrowL (reading) :

PART D—BENEFITS ACCRUING 70 CERTAIN PARTICIPANTS

Mr. Rivers. What page are you on ? a
Mr. O’Nerer, Page9. [Reading:]

RETIREMENT FOR DISABILITY OR IN(TAPAOITY——P’IIYSICKLAEXAMINATION;RECOVERY

Sre, 231, (a) Any participant who hasg five years of gervice credit toward re-
tirement under the system, excluding military or naval service that ig credited
in accordance with provisions of section 251 or 252(a) (2), dnd who beconies
totally disabled or incapacitdated for useful and efficient sefvide by Yéason of
disease, illness, or injury not due to vielous habits, intemperance; or willful
misconduct on his part, shall, upon his own application or uponiorder 6f the
Director, be retired on an annuity computed as‘prescribed in seclt;iop 221, .

Mr. Rivers. This is the Ways and Means language. . - 0

Mr. Braxprorp, “Incurred in the line of duty” wak the recommenda-
tion of the Ways and Means Committee. Lo :

Mr. O’Nernr. On line 8 I left out the words “incurred in the line of
-duty.” Tshall go back and read. : ‘

Mr, Rovers. All right. :

Mr. O’NEnL (reading) :

Spo. 231. (a) Any participant who has five years of service credit toward re-
‘tirement under the system, excluding military or naval service that ig credited in
accordance with provisions of section 251 or 2562(a) (2), and who becomes totally
.disabled or incapacitated for useful and efficient service by reason of disease,
illness, or injury incurred in the line of duty not due to vicious habits, intemper-
ance, or willful misconduct on his part, shall, upon his own application or upon
-order of the Director, be retired on an annuity computed as prescribed in section
291, If the disabled or incapacitated participant has less than twenty years of
service credit toward his retirement under the system at the time he is retired,
his annuity shall be computed on the assumption that he has had twenty years
of service, but the additional service credit that may accrue to a participant
under this provision shall in no case exceed the difference between his age at the
time of retirement and the mandatory retirement age applicable to his grade in
the Agency.

Mr. Branororp. That raises a question.

Mr. BaTis. Sure does.

Mr. Branororp. Incurred in line of duty, it is all right for the
Ways and Means to talk about the taxability of this, but when you
put incurred in line of duty in this provision you are saying that an
individual with 19 years of service who is injured while on leave in
-an automobile accident will not be entitled to any retirement benefits
for disability. Now, isn’t that what you do?

General Carrer. No, sir, that is in line of duty. From the military
interpretation, it has always been line of duty, unless——

Mr. Braxororp. It has always been until we wrote the Career
Compensation Act. But you are on dangerous ground. It has to
be related to the activities of the individual in his job. Believe me,
that is so. That happens to be suspended, because of an emergency.
‘But it is in the law, and we very definitely made a change in the law
in 1949. So “incurred in line of duty” used to be the law, but it isn’f
.any more, although it has been suspended.

General CArTER. 1 see.

99-066—63—No. 26——T7
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s that it seems to me that
reted, for example, the way
Compensation Aect, that an
ice who is injured on leave
ite result of performance of

Mr. Branprorv. What I am saying i
“:neurred in line of duty” could be intery
it can be interpreted under the Career
individual with less than 8 years of serv
under the law is not injured as a proxims
active duty, you see.

Why did the Ways and Means Committee get into this phase of it ?

Approved For Release 2002/03/20 : CIA-

Mr. O’NerLr. The reason they got inte
the words of staff in conversation—they
these words which are contained in the S

a disability allowance for individuals regal
as you have just pointed out, and the
tax boon should be available to this limite

Mr. Braxprorp. That is a different pi
that the amount that you receive will not Ee
ir line of duty, but I think it is this cor
whether or not the injury will justify dis
© . Mr. Osmers. Mr. Chairman, it seems t
diately following, “not due to vicious hab
misconduct,” protects the Government, frot
tkat it is our particular function here to
of the payments.

Mr. Branororp. That is a different prop

Mr. Osmers. It isa different matter.

Mr, Rivers. I think sotoo.

Mr. Osmurs. But you, I think, woul
meandously if you said “incurred in line ¢
somebody driving home from someplace
ard somebody drives a car up.

Mr. Bates. You have to determine wh

Mr. Branvrorp. It doesn’t belong in {
they really intended it to be in this section|

General Carrer. Fine. Let’s take it out

Mr. Ravirs. Isthat all right with vou?

General Carrer. Yes, sir; fine, sir.

Mr. Rivers. All right. Get to the next]

Mr. O’Nprcr. Page 10, item (b)

In each case, the participant shall be given a
more duly qualified physicians or surgeons des

duct examinations, and disability shall he dete
basis of the advice of such physicians or surg

pecmanent, like examinations shall be made an

it, sir, they found, this is
found that the absence of
tate provision would grant

rdless of the cause of injury,
lid not feel that this extra
1 number of people.

roposition. They can state
taxable unless it is incurred
imittee’s decision to decide

ability retirement,
0 me that the words imme-

ts, intemperance, or willful

m the type of—I don’t think

determine the tax liability

opsition.

1 narrow the berefits tre-
f duty.” Tt would be like
or standing on a sidewalk

t that means.
his section. I don’t think
I think it ought to be out.

one.

physical examination by one or
znated by the Director to con-
rmined by the Director on the
reons. Unless the disability is
nually until the annuitant has

reached the statutory mandatory retirenment age for his grade in tae Agency.

If the Director determines, on the basis of the a

fied physicians or surgeons conducting such exan

recovered to the extent that he can return to du
reinstatement or reappointment in the Agency
his recovery is determined. Upon application,
suith recovered disability annnitant in the gra
tinie of retirement, or the Director may, taking i
ficiations, and experience of such annuitant, an
teraporaries in the Ageney, appoint him to a gra
he was serving prior to retirement. Tayment of

a date six months after the date of the examind
the date of reinstatement or reappointment in tk

Feas for examinations under this provision, tog
and other expenses incurred in order to submit t
of the fund. If the annuitant fails to submit to

ivice of one or more duly quali-
ninations that an annuitant has
y, the annuitant may apply for
within one year from the date
the Director may reinstate any
le in which he was serving at
to consideration the age, quali-
1 the present grade of his con-
le higher than the one in which
the annuity shall continue until
\tion showing recovery or until
e Agency, whichever is earlier.
a»ther with reasonable traveling
examination, shall be paid out
examination as required under
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this section, payment of the annuity shail be suspended until continuance of
the disability is satisfactorily established. . .

(¢) If a recovered disability annuitant whose annuity is discontinued is for
any reason not reinstated.or reappointed in the Agency, he shall be considered:
to have been separated within the meaning of section 234 as of the date he was:
retired for disability and he shall, after the discontinuance of the disability
annuity, be entitled to the benefits of that section or of section 241(a) except
that he may elect voluntary retirement in accordance with the provisions of see-
tion 233 if he can qualify under its provisions.

Mr. Branororp. What does that mean ?

Greneral 'Carrer, 233 is the voluntary retirement, 50 years, and 20
years of service, if he comes under the criteria established by the-
Director.

Mr. Braxvrorp. Or severance pay-less the amount of annuity?

How does this work, just as an example?. A man recovers from a
disability, he has been drawing

Mr. Rovers. Explain how he has the examinations.

Mr. Braxvrorp. Yes.

Mcr. Rivers. The guidelines the Director should follow.

Now, you get to the point where you see how you restore him.

Mr. Branprorp. Yes. What I am getting at is if the man recovers
from his disability and he hasn’t enough years of service to draw an
immediate annuity, I presume he can either accept a deferred annuity
or he can get the severance pay if he is a :S-13 or below, or he can
get the immediate annuity if he is a GS-14 or above, if he meets the
qualifications dealing with GS-14's?

Greneral Carrmr. 1f he is involuntarily selected out. If he recovers
from his disability we would anticipate he would return to active
duty with the Agency.

Mr. BraNDproro. guppose he does not, he has taken a job with an
insurance company, started a new career, he has recovered, what does
he get?

Mr. Ecmions. Deferred annuity.

Mr. Braxprorp. Isthat all?

Mr. Ecriors. Yes.

Mr. Branororp. I thought this implied that he would get what
was left of what hadn’t been paid to him, or does he get what he has
already contributed, refunded to him without regard to the annuity
payments? T just wanttomake sure what he gets.

"~ Mr.Rrvers. That is what that is,isn’t it ?

~ Mr. Ecnors. He would have the option of withdrawing any un-
expended balance of his contributions if he left Government service.
~ Mr. Braxprorp. In other words, he gets the annuities paid to him,
and then he can either accept a deferred annuity or he can withdraw
any balance left of what he has contributed to the fund, is that it ?

Mr. Ecrrors. That ismy understanding.

Mr. Bates. Is he always entitled to a deferred annuity there? ITe
may not be.

Mr. Branororp. If he has over 5 years.

Mz, Ecmrors. Yes.

Mr. Rivers. If hehas the statutory minimum.

Mr. Ecrrons. Or 30 years, if earned.

Mr. Bares. Under these circumstances when it is taken away from
him, when the disability allowance is taken away from him, does
he then have to go the distance, as far as time is concerned? Five-
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year limitation doesn’t get into effzct then, does it? Doesn’t he have

to get on the 5 and 20, or the regular pr

L.0wW,
Mr. Ecrors. Hehas recovered ; yes, sir.

Mr Bares. Now, unless he has enough

pvisions? He has recovered,

time for regular retirement,

Le doesn’t get it. The only thing he wquld get, he would either get

paid back the balance of what he put
annuity unless he has the full amount of
Mr. Braxprorp. You only need 5 year
That is the point. Under this system
€0; under civi{)service your annuity vests
Now, anybody—-for example, if an ele

Vv

in, but there is no deferred
time for regular retirement.
5 to earn a deferred annuity.
your annuity vests at age
1t age 62.

tor operator, a kid out here,

+sorles for the Government for 5 years and then leaves the Government

:service, he can leave his contribution i
fund and at age 62 he will get somethin
-a month for the rest of his life.

(fthe civil service retirement

in the neighborhood of $32

That is|the way it operates,

Mr. Rivers. But you have to attain that retirement age.
Mr. BLanprorp. Y ou have to have 5 years in the system.

Mr. Rivers. And retain

Mr. BLaxprorp. And leave the money i

Mr. Rivers. And you have toreachthey

Mr. Braxprorp. Age 62 in civil servic

Mr. Rivers. Allright. That is the intes

Mr. OsmEers. Sixty or fifty?

Mr. Branprorp. It is 60 here for the
cther case—and this is the reason I brg
i,

%Ir. Braxproxp. GS-14 and above, w
vork, having been retired for discbility
work, would he then qua
s GS-14%

General Carrer. No, he would nct.

Mr. Braxororp. What I am geiting 4

11). the fund.

etirement age.
e or 60 under this provision.
pretation.

deferred annuity. The only
ught it up—is that suppos-

ho elects not to go back to
he elects not to go back to

lify for the immediate annuity because he is

t is the Director says “You

¢re recovered, you are a G8-15, we loye to have you back in the

Agency.”

He says, “No thanks, I have another j
been out for 5 years, T am well estabished

Then, as I understand it, this section w
dealing with GS-14 would not permit th
drawn an immediate annuity because he h
this section would not permit him to draw
upon his 2 percent for each year of service

Mr. Ecrors. No,sir.

Mr. Branprorp. Isthat correct?

Mr. Ecrrors. Only if he were age 50, an

Mr. Braxprorp. No, wait a minute, let’

ob, I am happy now, I have
in business.”

ould not permit—the section
bt individual who could have
ad 5 or more years of service,
s an immediate annuity based

«D

d had 20 years.
5 get this clear.

Mr. Woopyear. Only if he wers eligible for voluntary retirement

with 20 years of service.

Mr. Braxororp. You have to be 50 years of age

and have 20 years

of service in order to draw an immediate gnnuity.

Mr. WooDYEAR. Yes.
Mr. Braxprorp. He would not quali

!

y under the latter provision

:n here which says if you are a GiS-14 and above, you can draw an
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immediate annuity based upon 2 percent for each year of service com-
pleted. He does not qualify for that provision, 1s that correct?

General CarTer. That is only for involuntary separation.

Mr. Branprorp, T want to make sure that this doesnotapply.

General Carrer. This would only apply to involuntary separation.

Mr. Haxoy. If he can arrange to be let out he would be in good shape,
wouldn’t he? . .

Mr. Rivirs, You couldn’t—we aren’t going to put that kind of dis-
honesty in the

Mr. Harpy. That is not necessarily dishonest at all.

Mr. Woopyrar. May I make a suggestion for a minor amendment to
page 10, top of the page, line 15. We have run into trouble with the
physical examination, since people are retired for disability on
mental—for mental reasons. Knd if we had “medical exam}natlon”
there, which we are now seeking, it is much easier to live with than
“physical.”

Mr. Harpy. That might be a good idea.

Mr, Rvers. Yes.

Mr. OsmERs. Yes.

Mr, Rivers. You have had a lot of experiences that these people
have.

Mr. Braxprorp. Strike out the word “physical” and substitute
“medical.”

‘Mr. WoopyEAR. Substitute “medical.”

Mr. HovprestoN. Good idea.

Mr. Rivers. I think that is a good idea.

Mr. Osmrrs. That should apply to Congressmen, too, Mr, Chairman.

Mr. Rivers. Well, now, where are we?

General Carrer. We are still on paragraph C, sir, which is line 20
on page 11.

Mr. Harpy. Ithought we got down to page 12.

General Carter. And in the case of a recovered disability annuitant
who is not reinstated in the Agency, he will be considered to have been
separated within the meaning of article 234, which is the discontinued
service retirement as of the date he was retired for disability. And
after the discontinuance of a disability annuity he will be entitled to
the benefits of that section 234 or of section 241. He can elect volun-
tary retirement if he is eligible under the terms of section 233.

Mr. Rivers. Yes.

Mr. Haroy. But if he comes back to duty, wouldn’t he be eligible to
come back to duty?

General CARTER. Yes, sir,

Mr. Haroy. All right. If he comes back to duty, then he puts
himself in the position of being eligible for selection out, if there
should be some little thing he couldn’t perform, so he would be sort
of silly, wouldn’t he, to drop out immediately and take a deferred
annuity ?

Mr. Rivers. I would say that isa calculated risk.

General CartEr. It would be the individual’s choice, in the discre-
tion of the Director.

Mr. Rivers. That would be a calculated risk.

Mr. Haroy. Yes, but he has recovered, he has more than 5 years,
he is in grade 14 or above and he comes back on duty, not knowing
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whether he is going to be selected out
gets back on there and proves that he
or might be able to do that.

General Carrer. If he is a GS-14 or|above, he could be retired in-
voluntarily and he would get 2 percent per year of his pay, which
amounts to an annuity of about 10 percenl, sir.

Mr. Rivers. He would get 10 percent.

General Carrer. Ten percent under t
have put in here,

Mr. Haroy. If it were to his adval
retirement we could be pretty doggoned
duty and would find a way eventually ¢
. General Carrer. Well, this, again, ig
rector, and I am sure when we find pe
creating means for getting selectec. out—

Mr. Haroy. That might be a little hard

General Carrer. Not with the statutc
sir.  He, fortunately, under the Natios
amended, can terminate people in his disq

Mr. Harpy. You can keep him work:
his full salary in spite of the fact tha
arenot going to do anything of the kind.

General Carrer. We don’t do it chat w

Mr. Harpy. Of course you are not.

Mr. Housron. We do not do that, sir.

Mr. Rivers. You may decide not to reh

Mr. Harpy. Anyway, let’s get down to

Mr. Rivers. Let’s go. We have a te
now?

Mr. BaTes. We finished that paragraph here, I guess.

Mr. Rivers. Wehad (d) on page 12.

Mr. Harpy. Right.

Mr. Bares. If he doesn’t come back h
retirement purposes as of the date he d

General CarTEr. If he does not come ba

Mr. Bates. If he does come back, how 4

Mr. Branororp. It doesn’t couni.

General Carrer. Start picking it up.

Mr. Braxprorn. The time on the re
active duty for purposes of retirement
sorrect ?

- Mr. O'NEmL. Yes, sir.

General CarTER. Yes, sir.

Mr. Rivers. I wouldn’t think it would.

right quick or not, but if he
is not really needed, he could

he 5-year insertion which we

ntage to take an immediate
sure he would come back on
b get selected out. .
at the discretion of the Di-
ople in the Agency who are
1 to do.

ry authority of the Director,
nal Security Act of 1947, as
retion. '
ing and keep on paying him
he is not delivering?  You

py.

ire him.
the other section.
ndency to be—where are we

¢ loses the time for credit for
id retire for the disability.
ck.

bout time then ¢

tired list does not count as
at some future date; am I
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Mr. Braxprorp. It can be interpreted
ment, that is the reason I think Mr. Ba
Mr. Bates. Yes. :
Mr. Harpy. But he would be eligibl
grade.
Mr. Branprorp. Yes, that time counts.

Mr. Rivers. He might be a very valudble man.

for that.

 Mr. HupprestoN. May T ask just ona

Chairman ?

that way for milirary retire-
tes asked the question.

e for promotion to a higher

That is the reason

question at that point, Mr:
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General, I notice that this recovered disability employee can be
hired back or reinstated at the same level or at a higher level, but
there is no reference to reinstating him at a lower level. Why is
that left out?

General Carrer. T don’t know why it was left out, except we would
not expect to bring back a disability retiree at a lower level.

Mer. Huppresron. Well, it might be a man that, say, lost his leg,
and as a result of that loss of a limb he wouldn’t be able to perform
his old job, but still he might have some qualities that are needed in
the Agency and you might bring him back at a reduced level.

Mr. Harpy. He would be eligible for more then, George.

Mr. Hupprestox, This would be precluded.

‘Mr. Harpy. ITe would have more authority and responsibility.

General Carrrr. I think it would be an administrative determina-
tion, sir.

Mr. Bennerr. T don’t believe you can settle all these things by
statute.

Mr. Rivers. I don’t think so. You have got to trust somebody.

Mr. Iuppreston. But the fact that they mentioned reinstating
him at a higher and the same levels, and don’t say anything about
the lower level, would seem to preclude the possibility.

Mr. Branororp. I think it is basically for the protection of the
individual.

General Carrer. Of the individual.

Mr. Rrvers. I think so.

Mr. Branprorp. Yes; it is gnidance for the Divector that assures
the man that he will not come back at a lesser rate than when he
retired.

Mr. Rivers. Isn’t that right, Mr. Woodyear?

Mr. WoopYEar. In 1958 we had no provision for bringing them back
on a mandatory basis, you could declare a man to be recovered, deny
him his annuity, not offer him a job. So in the interest of protecting
him we employed mandatory reinstatement and assumed that he would
not offer him less than he had been paid at the time of retirement for
disability.

Mr. Ilarpy. You don’t have to find him physically able to come back,
though ?

Mr. Woopyrar. It is presupposed if he is reemployable and recov-
ered from his total disability, which means total disability insofar as
1k])%‘oxieig_z;n Service around the world is concerned, that he is able to come

ack.

Mr. Rivers. Now section (d), on page 12.

" Mr. O’NE1LL (reading) :

#(d) No participant shall be entitled to receive an annuity under this Act and
compensation for injury or disability to himself under the Federal Employees’
‘Compensation Aet of September 7, 1916, as amended, covering the same period
of time. This provision shall not bar the right of any claimant to the greater
benefits conferred by either Act for any part of the same period of time. Neither
this provision nor any provision of the said Act of September 7, 1916, as amended,
‘shall be so construed as to deny the right of any person to receive an annuity un-
der this Act by reason of his own services and to reccive concurrently any pay-
ment under such Act of September.7, 1961, as amended, by reason of the death of
any other person.

Mr. Braxprorn. That is a husband and wife combination, where the
husband died, wife drawing FEC compensation, and she also may be
retired for disability.
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Mr. O'Nemr. Itcouldbe,sir. [Reading;]

1e) Notwithstanding any provision of law to the contrary, the right of any
person entitled to an annuity under this Act shéll not be affected because such
person has received an award of compensation]in a lump sum under section
14 of the Federal Employees’ Compensation Act off September 7, 1916, as amended,
except that where such annuity is payable on account of the same disability for
which compensation under such section has been;paid, so much of such compen-
sation as has been paid for any period extended beyond the date such annuity
becomes effective, as determined by the Secretary of Labor, shall be refunded to
the Department of Labor, to be paid into the Federal employees’ compensation
fund. Before such person shall receive such annuity he shall (1) refund to the
Department of Labor the amount representing such computed paymenis for such
exiended period, or (2) authorize the deduction of such amount from the annuity
payable to him under this Act, which amount shall he transmitted to such de-
pa-tment for reimbursement to such fund. Dednctions from such annuity may

be made from accrued and accruing payments, o
paid from accruing payments in such menner 2

determine, whenever he finds that the financial
are such as to warrant such deferred refunding.

This total section makes provision for re

be:ome disabled or incapacitated for duty

for physical examinations and subsequen

apnuitant has recovered to the extent that

1 may be prorated against and
& the Secretary of Labor shall
rircumstances of the annuitant

tirement of employees who

It establishes procedures
t return to duty when an
he can return to duty.

The section further bars payment of g disability annuity if the
entployee is given an award of compensation for the same disability
ur der the Federal Employee’s Compensatign Act.

*PDeath in service,” section 232.

Mr. Rivers. I think this would be & good

Mr. Branprorn. Youleft out (£).

Mr. O'Neiur.. Going backnow to line 14—

Mr. Braxprorp. 'This is the Ways and Means Committee language.

How is the Ways and Means Committed going to handle this; have
they told you?

Mr. O'Nyrn. It is not determined. at th
to go to full committee hearing, but the date or time has not been set.
T believe it is subject to some discussion possibly with Chairman
R:vers, but they were unable to set a time for us last night.

Mr. Braxororp. This is to make the digability annuity not subject
to taxes.

Mr. Rivers. Yes. ,

Mr. O’'Nemr. So I would like to insert on page 14, line 20——

Mr. Br.anororp, Youand Tare using different copies.

Mr. O'Nemr. Yes; a different reference here.  This would be the
new top of page 14. It is here and I have not read it yet. [Reading:]

(f) Paragraph (4) of section 104(a) of the %[nternal Revenue Code of 1954

(28 U.S.C. 104 (a) (4)) (relating to the exclusionh from gross income of compen-
sation for injuries and sickness) is hereby -a-mel%l‘ed to read as follows:

place to——

e moment. They are going

“(4) amounts received as a pension, annhuity, or similar allowance for
personal injurics or sickness resulting from active service in the armed
forces of any country or in the Coast and Geodetic Survey or the Public
Health Service, or as a disability arnuity payable under the provisions of
section 831 of the Foreign Service Act of 1946, as amended (22 U.8.C. 1081;
60 Stat. 1021), or as a disability annuity payable under section 231 of the
Central Intelligence Agency Retirement Act af 1963.”

General Carrer. Mr. Chairman—pardon me.
Mr. OsmrErs. Go ahead.,
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General Cartrr. There are only about three additions to the bill
which were made yesterday, last night, as a result of discussions here
in the committee. o

One is on page 17, an important. one; one is on page 18, also an
important one, addressing itself to the 5-year provisions which have
been discussed by the subcommittee.

All of the other provisions of the bill are as originally submitted,
and in conformance with prior legislation.

Mr. Osmrers. Basically, Mr. Chairman, what is the problem? Now,
the subcommittee has gone over this,

Mr. Rivers. The 5 years is the main one.

Mr. Ilarpy. That isthe one I have questions on.

Mr. Hoppreston. Why don’t we turn to that now?

Mr. Rivers. Let’s see if we can resolve it.

Mzr. Branprorp. Section 233, on page 17, I think, is one of the im-
portant provisions added here to satisfy the subcommittee. That
reads:

Sec. 233, Any participant in the system who is at least fifty years of age and
has rendered twenty years of service, including service within the meaning of
section 253, may, on his own application and with the consent of the Director,
be retired from the Agency and receive benefits in accordance with the provisions
of section 221—
then we added this language, and that is what Mr. Osmers suggested
yesterday:
provided he has not less than § years’ service with the Agency.

This is to preclude a man from the Department of Agriculture
moving in and serving for a year. If this is acceptable to the sub-
committee, this is what we spent 1 whole day on. -

Mr. Rrvers. We spent more than 1 whole day.

Mr. Harpy. Yes.

Mr. Rivers. Mr. Hardy, you were worried about that.

Mr. Harpy. Yes, itis all right.

Mr. Osmrrs. Fine change.

Mr. Rrvers. Well, without objection we will accept that.

Mr. Brawprorn. Section 234, if you will turn to page 18, subsection
(c) reads:

The Director may, in his discretion, retire participants in grade G8-14 and
above to promote the efficiency of the Agency.

This was the attrition-out for the GS-14’s and above.

It so retired, they shall receive retirement benefits in accordance with the
provisions of section 221, provided they have, in each case, not less than 5 years’
service with the Agency.

Mr. Rivers, Mr. Hardy is worried about swapping from one to the
other. Mr. Hardy, let’s hear from you.

Mr. Haroy. That is an improvement, but I am not sure that it meets
the total objections that T had.

Mr. Branororp. This does not solve one of Mr. Hardy’s problems,
unfortunately, this language. Because this language still would permit
a man to serve for 1 year in foreign intelligence activities provided ha
had been 5 years with the Agency.

Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9



Approved For Release 2002/03/28g23GIA-RDP78-03721A000100050005-9

I think what the subcommittee was talking about yesterday is that
‘we wanted an individual who was going to get the benefit of thisim-
mediate annuity to have participated 1n the type of operation that
qualified him for this retirement program. In other words, the 5
7ears in the Agency doesn’t satisfy. Itis5 yearsin the Agency in the
covered type of retirement. Isn’s that what you had in mind, Mr.

 Hardy?

Mr. Bates. Right.

Mr. Iarpy. Yes, thatis part of it.

This permits an immediate annuity, regardless of age, and that is
what this does, doesn’t it?

Mr. BLANDFORD. Y es, Sir.

General Carter. Sorry, didn’t hear that.

Mr. Harpy. Permit an immediate annjuity regardless of age, where
<here may have been a total of only 5 years of Federal service, that is
what could happen in this thing, end I just don’t think—of course, as
you point out, if he only has 5 years, it will only be 10 percent. It
might run as high as 15 years of Ifedera] service, and he might retire
at age—he could at age 35 with 15 years Federal service, and he would
be getting a pretty good annuity. That is, to me—1I think it ought
to have some age factor in there. I don’t think he ought to get an
immediate annuity unless he has attainefl some age. You might tie it
to, if he has 15 years of service in this S}tuation, why, I wouldn’t fuss
about retirement at age 50. But to take one of these people and put
him in this kind of a job, keeping him in there for only 5 vears, retire
him (ﬁl immediate annuity at a very young age, I just don’t think it
‘is right. | '

Mr. Rivers. This isn’t what the general told us on the first day or
so of the hearing. He said that in all TSES where you would have a

1

specialized man whom you sought from public life, he would be much
older than this.

Mr. Harpy. But not necessarily. If he does, then it wouldn’t hurt
anything to put an age limit in there.

Mr. Rivers. T wouldn’t think so, eithet

General Carrer. There is no cbjectipn to putting an age limit in
there. It would not inhibit our activities. T can’t conceive of anyone
being under, let’s say, 40 years of age and coming within the criteria
established here. }

Mr. Rivers. I wouldn’t either.

Mr. Hlarpy. Right. !

General Cartrr. Just last yeer I r?leased, from the Agency, 37
people who were in grades 14 ard 15;/not a single one of them was
under 40 years of age.

Mr. Haroy. If that is the case, then 40 years wouldn’t hurt you any.
As a matter of fact, T would think thap 40 years is too low an age to-
permit immediate retirement for any s rvice ranging from 5 up to 19

ears.
Y Mr. Osaers. Mr. Chairman, would adding the requirement, “having:
attained the age 40,” to the language, would that satisfy?

Mr. Rivers. Not less than 40.

Mr. Osmrrs. Not lessthan 40.  Wouldl that satisfy you?

Mr, Harpy. That would help, but Iistill say that is a little on the
young side. Because here is a Tellow, suppose he had a total of 19,
if he has 20 years he can go out at age 50 anyhow, but he could get a
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total of 20 years military and Government service and come out at
age 40,

Mr. Rivers. He can do that now as an enlisted man.

Mr. Harpy. As an enlisted man.

Mr. Bua~proro. Why can’t we solve this out by striking out 5 years
and putting in 10 years, which will come close to the general’s esti-
mate as to about the earliest age this would apply to?

In other words, these people, in order to get to be GS-14’s, would
have to have almost & minimum of 10 years of service, wouldn’t they ?

General Carrer. Minimum of 10 or 15 years of service at the earli-
est; yes, sir.

Mr. Branororn. Why not strike out 5 and put in 10 years, and
leave it 10 years’ service in the Agency; at least that give you

Mr. Harpy. That would help it.

General Carter. There are two problems that arise here, sir. This
Is an involuntary retirement; it is a selection-out at the discretion of
the Director. It requires at least 5 years of service and it requires
service of the type which makes him eligible for this retirement in
the first place.

Mr. Haroy. I don’t object to you selecting him out, I think you need
to do that, but I do question the desirability or the propriety of having
an annuity begin immediately at such a young age. You could give
him a deferred annuity which he could pick up at age 40 or 50, regard-
less of his age, which I wouldn’t object to, but to permit him to come
out and take an immediate annuity regardless of his age, I just don’t
think it is good business.

. Even if Foreign Service does have it, I don’t think they ought to
ave it.

Mr. Osmzrs. I want to go back again to what I mentioned before
about carrying out the mission of the Agency.

Now, you may recall I said a few minutes ago I didn’t want the
Director burdened down with a lot of personnel decisions. And here
again I think it is fair to ask General Carter whether changes in this
language along the lines that have been suggested here, whether that
will be a hindrance to a Director of CIA from time to time in carrying
-out his missions.

General CarTr. No, sir. The utilization of the term “Director”
in the legislation I do not think would be

Mr. OsuErs. I don’t mean the term “Director.” But T mean if
we limit-—as the committee seems to want to do-—if we limit your
authority to discharge people from the Agency or make it very unde-
sirable from the standpoint of the employee discharged, do we prevent
the Agency from performing its maximum duty?

General Carrer. Well, it is an additional inhibition, siz. I don’t
think it is a truly serious one. We have regulations in the Agency
now that we would not normally take personnel on for a period of
time as low as 5 years, if we could anticipate this, as a staff employee.
We would hire them as a reserve officer or a contract employee.

So the 5 years is not a difficult limitation to live with. If it were
extended, however, to 10 years, I do feel that it would inhibit the Di-
rector’s authority to bring someone in, find out after 7 years, perhaps,
that his skill was no longer required, that he was there in the Agency,
we couldn’t use him, it was time to involuntarily select him out; we
would do this then and he would receive an annuity after 7 years, of
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ough to get him reoriented;

vy livelihood.

ad military service, he might
TLet me take one other tack

e 3, “if so retired, they shall,

t benefits in accordance with

14 percent of his high 5 salary. It is eq
it is certainly not enough to give him ax
Mr. Harpy. Yes, but he might have hi
Lave had some other Government service
end see if that is what it is. Now, on liz
upon attaining age 50, receive retiremen
the provisions,” and so forth.
That is right. As I understand it, y
that you would select out before they ¥
understand you correctly
Mr. Osmrrs. Would you make that age 40, Mr. Hardy?
Mr. Harpy. No. !
| Mr. Osmers. In view of the rea’istic experience which the Director
1a8. B
Mr. Haroy. He tells us that he would hardly have anybody that
‘would attain grade 14 under age 50. Isn’t that what you said? - -
General CarTer. Under age 40, sir.  Very few would be (3S-14’s or
‘1igher under age 40.
Mr. Haroy. I would compromise to age 45, if T had to. I think 50
:s young enough.
General Carrrr., For GS-14.
Mr. Harny. To be retired, to be retired
General Carter. Well, this would me
{38-14 who was no longer of any use to us
Mr. Haroy. You could retire him, but
until he attained that age.
Mr. Rivers. It would be deferred unti
ing about.
eneral Carrzr. Now, we are introdu
Mr. Haroy. It did that deliberately.
Mr. Rivers. He has.
Mr. Haroy. Thatis why I did that.
Mr. Rivers. It might be good to put 44
Mr. Harpy. You can retire him at an
begin until he attains age 45.

yu wouldn’t have har&ly any
vers age 50, anyway. Did I

in, then, sir, that if we had a
his annuity would be deferred
1 he gets to this age he is talk-

cing a new facet of it.

in there.
y time, but his annuity doesn’t
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General Carter. Then we should have
for the 3 or 4 years it is going to perha
This is a very small amount of mcney th

will, T hope, help him to get readjusted.
hich he has to have 1n order to

say, of the most critical type of work w
be justified for this program.

something to carry him alon

ps take him to get reoriented.
at we are talking about, which
He has put in 7 years, let’s

Mr. Harpy. I asked yesterday or a breakdown on these people that

you selected out last year.
General Carter. 1 have that right her
Mr. Harpy. And I think that raight
General Carter. We identified as po
2 years 191 people within the Agency
tained 12 in their same career service.
other tasks in the Agency 44, which le

e, Sir.
shed a little light on it.

L

5 S1

entially surplus over the past
After review by me we re-
We were able to reassign to

ft 125, which were to be sepa-

rated from the Agency. Of these we were able to get 26 reemployed

in other Government agencies, 20 in p
and the remaining 64 lett the Agency,
ment help, and I do not have the stad
reemployed.

rivate industry and teaching,

they did not need our employ-

istics on how they have been
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Mr. Haroy. I was interested in the ages of the people.

Gteneral Carrer. All right, sir. There were 87 in grades GS-14 and
15; 9 of these were 60 years of age or over; 19 were between 50 and
59; 9 were between 40 and 49; there was none under age 40. This
is grades 14 and 15.

Of the 88 in grades 13 and below, 10 were 60 or over; 19 were be-
tween 50 and 59; 39 were between 40 and 49; 20 were between 30 and
40.

- Mr. IIarpy. We are only concerned in this point with those grades.
14 and 15. '

General Carter., Yes, sir.

Mr. Haroy. Now, you had 64 that left the Agency.

General Carrer. Under this selection-out procedure, which it was,
there were a total of 125 separated from the Agency as surplus.

Mr. Haroy. 1257
~ General Carrer. Yes, sir. :

- Mr. Rivers. But under GS-14—— -

General Carrer. Of those 125, 37 were GS—14’s and 15s.

* Mr. Branprorp. Did any of your GS-14’s have less than 10 years’
service with the Agency ?

General Carrer. Three had less than 10 years of service.

Mr. Harpy. There would be only nine of those that were separated
that would be affected by putting a 50-year limitation on here. Now,
you didn’t have a breakdown at age 45.

Mr. Riverg. 37 between 40 and 49,

My, Hawoy. No. You had nine.

General Carter. Wehad nine between 40 and 49,

Mr. Rivers. That is right,

Mr, Harpy, Now, %zou don’t have their ages there, do you, and
their length of service ? ’

Mr. Brawororp. T think the GS-14%s, T still think you are on safe
ground if you use 10 years of service rather than put in an age under
50, because if you put in under age 50 in this bill it is going to stand
out. ‘

Mr. Harpy. You have got no age.

* Mr. Branororo. Iknow that. But if you put 40 everybody is going
to assume that 40 is the age.

Mr. Rivers., Yes. ‘ :

Mr. Branprorp. That is the trouble with 40.

Mr. Rivers. This GS-14 has passed 40.

Mr. Osmers. Mr. Chairman, for purposes of clarification, where
we refer here to not less than 5 years of service in the Agency, on
line 5, are we referring to 5 years of qualifying service?

Mr. Branororp. No, that is the trouble. This language, and I
think it has to be modified, you could either have 10 years of service
with the Agency or a minimum of 5 years of qualifying service. I
suggested 5 years of qualifying service because I can certainly visu-
alize many situations arising, not many but some situations arising
in which a person is being used for a specific purpose as a GS—14 or
aboye, and his usefulness may come to an end. I can see that hap-
pening in this business.

I think we have got to remember that we are trying to write a bill
here for a very particular group of people. This is not ordinary
employment. These are types of people who may have techniques
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or skills where they burn out very quidkly, or where their useful-
ness for many reasons might come to an end for reasons we cannot
even think of now. But T think in order to qualify a person for this
immediate annuity, which isn’t a great deal of money, we ought to at
loast require a minimum of 5 years pf service in this type of
operation. r :

Mr. Harpy. He is not likely to be a GS-14.

Mr. Buanprorp. Yes, he could be.

. Mlé Osmers. Isn’t it possible, Mr. Chairman, to define that service
ere?

Mr. Branororp. 1 think we could say § years of service.

Mr. Housron. Five years of qualifying service. '

Mr. Buanororp. Not less than 5 years of qualifying service, I
wwould be perfectly content with that langnage.

Mr. Rivers. And a category the Director has defined as critical
or whatever word you want to attach to ‘!F :

Mr. Osmers. Mr. Chairman, the one ervor that I thirk some of
us are inclined to make is that we are cdmparin g the men who would
be prematurely retired under this law with clerk-typists, with GS-9’s,
management assistants, and so on. A man becomes completely re-
moved, often from American life, and| has to start all over again.
And T want to lean in the way of giving the Director the ability to
let him go when he wants to let him go when he has ceased his use-
fulness, and also to give the man some immediate income, if we can.

Mr. Br.anororp. 1 think if we use the words “not less than 5 years
of qualifying service,” that we will solvelit.

Mr. Rivers. How does that sound ?

General Carter. That is fine, sir.

Mr. Harpy. T am still not sure that you need this. I want to give
them all reasonable assistance in getting qualified people, but I still
cannot see how you are going to have very many people that are going
to be adversely affected 1f you had a deferred annuity here until they
attained age 50. Now, actually, you only had 9 people that were
affected in this bunch that you separgted out, out of a total of 189
that were surplus.

Mr. Braxprorp. Can I just be the devil’s advocate here for a
moment ?

Mr. Haroy. T am the devil’s advocats.

Mr. Branprorp. Let me give you ap illustration, what you would
really then do, you would compel the CTA to keep this man employed
until he was age 50 even though he was not useful to the Agency.
It would cost you $16,000 a year to keep this man on active duty as
opposed to $1,800 for retirement. That is what you wouald be doing.
. Mr. Herms. May I give you an actyal case of an individual who 1s
a GS-14 today, and he is aged 39. Ie has had 12 years of covered
service with the Agency in various parts of the world. He has had
1914 years of Federal service, which includes his wartime service, and
so on. If we desired to retire this man now, with 12 years of covered
service, 39 years old, and all the ot}Lerf factors, then he would have
to wait this additional amount, of time before he would qualify if
we put an actual age factor in here, when in point of fact it seems to
me he has met every criteria.

Mr. Rivers. And he is burned out.

Mr. Harpy. Not necessarily.
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If you put a total of 10 years in the age and 5 years of covered
service, I will goalong withit. I think we can live with that.

‘Mr. HuopLeston. I second. that. o

Mr. Branororp. Then how about this, provided they have in each
case not less than 5 years of qualifying service with the Agency and
10 years of total service. ‘ :

" Mr. Huppruston. Total service.

Mr. Rivers. Total service. How does that sound? That would

take 99 percent of the cases. : : S
 General Carter. It will take care of the cases that we separated
last year, sir. It seems tome that—— '

Mzr. Branprogp, But this isn’t retroactive, General.

General Carrer. No. '

Mr. Branororp. Granted there may be one or two cases where you
are going to have to keep them on the payroll another year in order
for them to qualify, that is what you are being forced to do.

Mr. Rivers. We have explored that area.

General Carrer. If you keep another man on the payroll at grade
GS-14 or GS-15 for a year, this is approximately 10 years of a de-
ferred annuity, of an annuity, rather, at the going rate of 5 years’
service. ,

Mr. Rivers. You have to have some cut oft.

General Carrer. And then you are giving him an annuity.

Mr. Br.anororn. That is right, an annuity based upon service which
he has rendered.

General Cartir. And carry him on.

Mr. Rivers. When you put these cutoff periods, these qualifications,
you always run into something like that.

General Carrer. Yes, sir; and you are taking away from the Di-
rector, I think, the discretion which is written into the act to require
him——-

Mr, Ilarpy. T am willing to give the Director a whole lot of dis-
cretion, but I am not willing to give all the discretion being exercised
in the executive branch today. I am not talking about your Agency.
T think the executive branch is going crazy. We have a lot of dis-
cretion being exercised over there by people not as competent as you
are in your job. I think the Congress has to retain some jurisdiction.

Mr. Brawororp. Is it the pleasure of the committee to approve
this?

Mr, Rivers. Have we agreed on that provision ?

Mr. Branororp. Let me read it.

Provided they have in cach case not less than 5 years of qualifying service
with the Agency and 10 years of total service.

Mr. Huvpreston. That needs to be 10 years of total service with
the Agency. Itneedsto bespelled out.

Mr. Braxororp. I think we will have to rephrase this a little bit.
What we are talking about is 5 years of qualifying service, and 10
years of service with the Agency. That is what we are talking about.

Mr. Osmrrs. Mr. Chairman, I would certainly not make an issue out
of it on the floor at all, T don’t believe, but I am opposed to putting in
the 10 years of service with the Agency because we place a limitation on
the Director. We are not talking about any money, we are not talk-
ing—if I may say so, I don’t feel we are talking about executive depart-
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ment, discretion at all. I think what we are doing is hobbling, we are
hobbling an important official who has a very unusual responsibility by
iacing numbers that have no financial meaning at all to the

overnment. i

Mr. Branprorp. We obviously cannot finish this.

Mr, Rivers. 1 don’t think we had better try to finish it now because
we haven’t got this thing ironed out, We will try to find out a time
we can meet and let you know. f 4

General Carrrr. Mr. Chairman, we afe prepared to stay here at

.your-wish ;.as you know we are most anxious to get this legislation on
the tloor of the House. o .

Mr. Rivers. Why don’t we recess, and we will try to figure out a
time we can meet with you, and maybe we can meet earlier than we
‘thought; General. !
 Inthe meantime we.can see what we havfe.

(Whereupon, at 12:20 p.m., the subc«T’mmittee adjourned.)

|

i
House oF REPRESENTATIVES,
CoMMITTEE ON ARMED SERVICES,
i SuscommrrtEE No. 1,

_ Washington, D.C., Wedq’esday, September 11, 1963.
 The subcommittee met in executive s¢ssion at 10:43 a.m., Hon. L.
Mendel Rivers, chairman of the subcommittee, presiding.

Mr. Rrvers. General Carter, we weldome you back after a brief
vespite. |-

kanew when we stopped that this holiday would catch us.

General Carrun. Yes, sir. L

Mr. Rivers. The subcommittee certainly wants to dispose of this
matter as quickly as we can. That is tha‘t we are meeting for this
morning. |

Mr. Branororp. Mr. Chairman, may 'gf suggest that General Carter
at this point go through the bill from the very beginning and: show
the changes that have been made as the result of the subzommittee’s
prior actions, and then when we get to the section where we stopped
we can resume the explanation of what the bill does.

You will recall that we had several reservations about certain fea-
tures of it ? |

Mr. Rivers. 'What was the date of our last meeting, Mr. Blandford ¢

Mr. Braxororn, It was July 2&. i

Mr. Rivers. Why don’t we follow that course here?

T believe it would be more orderly for the record.

General Carrer. Yes, sir; we would be very happy, Mr. Chairman
and members of the subcommittee, to ¢ontinue the discussion of this
bill which of course we regard as most important. I have with me
today Mr. John Warner, our legislative counsel.

Mr. Rivers. Glad to have you back. | We missed you before.

General Carrir. Mr. Emmett D. Echols, our Director ¢f Personnel,
Mr. Larry Houston, our General Counsel, and Mr. William Woodyear,
who 18 a legislative assistant to the Divector of Personnel at the De-
partment of State, who has been with jus in our other hearings.

. Mr. Rrvers. He 1s very helpful to us. |

]

|

|
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STATEMENT OF GEN. MARSHALL S. CARTER, DEPUTY DIRECTOR
OF CENTRAL INTELLIGENCE; ACCOMPANIED BY LAWRENCE R.
HOUSTON, GENERAL COUNSEL; JOHN §. WARNER, LEGISLATIVE
COUNSEL; EMMETT D. ECHOLS, DIRECTOR OF PERSONN EL; JOSEPH
G. O'NEILL, JR., ASSISTANT LEGISLATIVE COUNSEL ; MISS BERTHA
H. BOND, EXECUTIVE ASSISTANT TO DIRECTOR OF PERSONNEL ;
PETER J. CONNELL, OFFICE OF LEGISLATIVE COUNSEL ; AND
WILLIAM WOODYEAR, LEGISLATIVE ASSISTANT TO DIRECTOR
OF PERSONNEL, DEPARTMENT OF STATE

General Carrer. Sir, in the books before you, at tab I under the
marker “revised bill” there is a clean draft of the bill that we were
working on in August. Included in this clean draft are the various
amendments on which the subcommittee had expressed its will,

Now if it suits the will of the subcommittee I would propose: that
Mr. Warner, our legislative counsel, run through the bill, pointing out
the amendments and these amendments are italicized or are bracketed in
black brackets.

Thereafter we would propose to continue with a reading and review
of the bill beginning at section 235 which is where we had discon-
tinued in July.

Mr. Rivers. Allright, sir; let’s go ahead.

(The documents are as follows :)

[H.R. 7216, 88th Cong., 1st sess.}
A BILYL To provide for the establishment and maintenance of a Ceneral Intelligence Agency

Retirement and Disability System for @ lmited number of employees and for other
purposes

Be it-enacted by the Senate and House of Representatives of the United States
of America in Congress assembled,

TITLE I—-SIORT TITLE AND DEFINITIONS

Papr A—SmorT TiTLE

Sec. 101, Titles I to ITT inclusive of this Act may be cited as the “Central In-
telligence Agency Retirement Act of 1963”.

PART B—DErINITIONS

Sec. ITI. When used in this Act, the termm—

(1) “Agency” means the Central Intelligence Agency : and

(2) “Director” means the Director of Central Intclligence or the Deputy Di-
rector of Central Intelligence.

TITLE II—THE CENTRAL INTELLIGENCE AGENCY RETIREMENT AND
DISABILITY SYETEM

PART A—ESTARLISHEMENT OF SYSTEM

BULES AND REGULATIONS

Sec. 201. (a) The Director may prescribe rules and regulations for the
establishment and maintenance of a Central Intelligence Agency retirement
and Disability system for e limited number of employees, referred to hereafter
as the system.

(b) The Director shall administer the system in accordance with such
rules and regulations and with the principles established by this Aect, -

99-066—63—No. 26——8
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L[(c) In the interests of the security of the foreign intelligence activities of
the United States and in order to turther implement the proviso of scction
1)2(d) (3) of the National Security Act of] 1947, as amended (50 U.8.C.
433(d) (3)), that the Director of Central Intelligence shall be responsible for
protecting intelligence sources and methods frpm unauthorized disclosure, and
notwithstanding the provigions of the Administrative Procedure Act (5 U.8.C.
1901 et. seq.) or any other provisions of law, any determinations by the Director
authorized by the provisions of this title shall be deemed to be final and con-
¢ usive and not subject to review by any court.§

ESTABLISHMENT AND MAINTENANCE OF FUND

Swe. 202, There is hereby created a fund to be known as the Central Intel-
1.gence Agency retirement and disability fund which shall be maintained by the
Trirector. The Central Intelligence Agency rétirement and disability fund is
roferred to hereafter in this title as the fund.

PARTICIPANTS

SE0. 203. The Director may designate from time to time such Agency officers
¢nd employces, hereafter referred to as panticipants, who shall be entitled
to the benefits of the system. Any participant|who has completed Jiiftecn years
of service with the Agency and whose carcer |at that time is adjudgod by the
Director to be qualifying For the system may elect to remain a participant of
such system for the duration of his employment by the Agency.

ANNUITANTS

Smo. 204, (a) Annuitants shall be participants who are recelving annuities
“rom the fund and all persons, including surviving wives and husbands, widows,
dependent widowers, children, and beneficiarjes of participants or annuitants
-who shall become entitled to receive annuities in accordance with the provisions
of this Act.

{b) When used in this title the term—-

(1) “Widow” means the surviving wife of} a participant who was married
.0 such participant for at least two years immediately preceding his death -or
-pho is the mother of issue by such marriage.

(2) “Dependent widower” means the surviving husband of a participant who
~as married to such participant for at least [two years immediately preceding
her death or who is the father of issue by su¢h marriage, and whe is incapable
of self-support by reason of mental ¢r physical disability, and who received
more than one-halif of his support from such par ticipant.

(8) “Child” means an unmarried clild, unider the age of eighteen years, or
such unmarried child regardless of age whe, because of physical or mental
disability incurred before age eighteen, is incapable of self-support. In addition
to the offspring of the participant and his oriher spouse, the term includes (i)
an adopted child, and (ii) a stepehild or recognized natural child who received
more than one-half of his support from the participant.

PartT B—CoMPULSORY CGNTRIBUTIONS

Swe. 211, (a) Six and one-balf per centum of the basic salary received by
each participant shall be contributed to the fund for the payment of annuities,
cash benefits, refunds, and allowances. An equal sum shall also be contributed
from the respective appropriation or fund which is used for payment of his
galary. The amounts deducted and withheld from basic salary together with
the amounts so contributed from the approp: iation or fund, shall be deposited
by the Agency to the credit of the fund.

(b) Each participant shall be deemed to consent and agree to such deductions
from basic salary, and payment less such deductions shall be a full and complete
discharge and acquittance of all claims and demands whatsoever for all regular
gervices during the period covered by such jpayment, except the right to .the
penefits to which he shall be entitled ander this Act, notwithstanding any law,
rule, or regulation affecting the individual’s salary.
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PART C—COMPTTATION OF ANNUITIES

Seo. 221. (a) The annuity of a participant shall be equal to 2 per centum
-of his average basic salary for the highest five consecutive years of service, for
which full contributions have been made to the fund, multiplied by the number
«of years, not exceeding thirty-five, of service credit obtained in accordance with
the provisions of sections 251 and 252. In determining the aggregate period of
‘service upon which the annuity is to be based, the fractional part of a month,
if any, shall not be counted.

(b) At the time of retirement, any married participant may elect to receive
a reduced annuity and to provide for an annuity payable to his wife or her
‘husband, commencing on the date following such participant’s death and termi-
nating upon the death of such surviving wife or husband. The annuity payable
to the surviving wife or hushand after such participant’s death shall be 50
‘per centum of the amount of the participant’s annuity computed as preseribed
in paragraph (a) of this section, up to the full amount of such annuity specified
‘by him as the base for the survivor benefits. The annunity of the participant
making such election shall be reduced by 2% per centum of any amount up to
:$2,400 he specified as the base for the survivor benefit plus 10 per centum of
:any amount over $2,400 so specified.

(¢) (1) If an annuitant dies and is survived by a wife or husband and by a
~child or children, in addition to the annuity payable to the surviving wife or
husband, there shall be paid to or on behalf of each child an annuity equal to
‘the smallest of : (i) 40 per centum of the annuitant’s average basic salary, as
determined under paragraph (a) of this section, divided by the number of
-children; (ii) $600; or (iii) $1,800 divided by the number of children,

(2) If an annuitant dies and is not survived by a wife or husband but by
8 child or children, each surviving child shall be paid an annuity equal to the
smallest of: (i) 50 per centum of the annuitant’s average basic salary, as de-
termined under paragraph (a) of this section, divided by the number of children ;
(ii) $720; or (iii) $2,160 divided by the number of children.

(d) If a surviving wife or husband dies or the annuity of a child is termi-
‘nated, the -annuities of any remaining children shall be recomputed and paid
:as though such wife, husband, or child had not survived the participant.

(e} The annuity payable to a child under paragraph (e) or (d) of this sec-
tion shall begin on the first day of the next month after the participant dies
-and such annuity or any right thereto shall be terminated upon death, mar-
riage, or attainment of the age of eighteen years, except that, if a child is
incapable of self-support by reasons of mental or physical disability, the an-
nuity shall be terminated only when such child dies, marries, or recovers from
;such disability.

L(£) Any unmarried participant retiring under the provisions of this Act and
found by the Director to be in good health may at the time of retirement elect
a reduced annuity, in lieu of the annuity as hereinbefore provided, and desig-
nate in writing a person having an-insurable interest (as that term is used in
-5 U.8.C. 2259(h) ) in the participant to receive an annuity after the participant's
‘death. The annuity payable to the participant making such election shall be
reduced by 10 per centum of an annuity computed as provided in paragraph
(a) of this section, and by 5 per centum of an annuity so computed for each
full five years the person designated is younger than the participant, but such
total reduction shall not exceed 40 per centum. The annuity of a survivor
designated under this paragraph shall be 50 per centum of the reduced annuity
computed as prescribed above. The annuity payable to a beneficiary under
the provisions of this paragraph shall begin on the first day of the next month
after the participant dies. Upon the death of the surviring beneficiary all pay-

" ‘ments shall cease and no further aunnuity payments authorized under this
paragraph shall be due or payable.]

PArT D—BENEFITS ACCRUING TO CERTAIN PARTICIPANTS

RETIREMENT FOR DISABILITY OR INCAPACITY—MEDICAL EXAMINATION—RECOVERY

Sec. 231. (a) Any participant who has five years of service credit toward re-
tirement under the system, excluding military or naval service that is credited
in accordance with provisions of section 251 or 252(a)(2), and who becomes
totally disabled or ineapacitated for useful and efficient service by reason
-of disease, illness, or injury not due to vicious habits, intemperance, or willful
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nisconduet on his part, shall, upon his own

Director, be retired on an annuity computed $

t1e disabled or incapacitated participant has

|

application or upon order of the
g prescribed in section 221, If
less than twenty years of service

ccedit toward his retirement under the system at the time he is retired, his
annuity shall be computed on the assumption? that he bas had twenty years
of service, but the additional gservice credit that may accrue to a participant
tnder this provision shall in no case exceed| the difference between his age
at the time of retirement and the mandatojy retirement age applicable to

bis grade in the Agency.
(b) In each case, the participant shall be gi

en a medical examination by one

¢r more duly gqualified physicians or surgeons designated by the Director to
éonduct examinations, and disability shall be determined by the Director on the
tasis of the advice of such physicians or sn§~ge011s. Unless the disability is

vermanent, like examinations shall be made
jeached the statutory mandatory retirement

nnually until the arnuitant has.
ge for his grade in the Agency.

1f the Director determines on the basis of the advice of one or more duly qualified
rhysicians or surgeons conducting such examinations that an arnuitant has
yecovered to the extent that he can return to diuty, the annuitant may apply for

yeinstatement or reappointment in the Agency
jecovery 1s determined. Upon application the

1etirement, or the Director may, taking into co

lwithin one year from the date his
*Director may reinstate any such

sideration the age, qualifications,

jecovered disability annuitant in the grade inéwhich he was serving at time of

and experience of such annuitant, and the pr

sent grade of his contemporaries

in the Agency, appoint him to a grade highe}r than the one in which he was
serving prior to retirement. Payment of the apnuity shall continue until a date

¢ix months after the date of the examination

10wing recovery or until the date

of reinstatement or reappointment in the Ag‘pncy, whichever is earlier. Fees
ror examinations under this provision, together with reasonable traveling and

other expenses incurred in order to sutmit to

+his section, payment of the annuity shall b

examination, shall be paid ouf of

suspended until coatinuance of

the fund. If the annuitant fails to submit tg examination as required under

1he disability is satisfactorily established.

(¢) If a recovered disability annuitant whose annuily is discontinued is for

any reason not reinstated or reappointed in t

e Agency, he shall ke considered

-0 have been separated within the meaning of paragraphs (a) and (b) of section
234 ag of the date he was retired for disability and he shall, after the discon-
rinuance of the disability annnity, be entitled] to the benefits of that section or
5f section 241(a) except that he may clect vgluntary retirement in accordance:
with the provisions of section 983 if he can gualify under its provisions.

(d) No participant shall be entitled to r

ceive an annuity under this Act

ind compensation for injury or disability tq himself under the Federal Em-
ployees’ Compensation Act of September 7, 1016, as amended (5 U.8.C. 751 et

3eq.), covering the same period of time. Thi

provision shall not bar the right

of any claimant to the greater benefit conferred by either Act for any part of

the same period of time. Neither this provi
Act of September 7, 1916, as amended, shall be
of any participant to receive an annuity und
services and to receive concurrently any payme
1916, as amended, by reason of the deatk of any

.(e) Notwithstanding any provision of law

ion nor any provision of the said
so construed as to deny the right

or this Act by reason of his own
nt under such Act of September 7,
other person.

to the contrary, the right of any

person entitled to an annuity under this Act shall not be affected because such

person has received an award of comypensatia
of the Federal Employees’ Compensation Act
(5 U.8.C. 764), except that where such ann

n in a lump sum uncer section 14
of September 7, 1916, as amended
hity is payable on account of the

same disability for which compensation undbr such section has been paid, so
much of such compensation as has been paid for any period extended beyond

the date such annuity becomes effective, ad

determined by the Secretary of’

Labor, shall be refunded to the Department pf Labor, to be paid into the Ied-

eral employees’ compensation fund. Beford

such person shall receive such

annuity he shall (1) refund to the Department of Labor the amount representing

such commuted payments for such extended

eriod, or (2) authorize the deduc-

tion of such amount from the annuity paya ble to him under this Act, which
amount shall be transmitted to such Deparfment for reimbursement to such

fund. Deductions from such annuity may bé
payments, or may be prorated against and
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such manner as the Secretary of Labor shall determine, whenever he finds that
the financial circumstances of the annuitant are such uas to warrant such de-

ferred refunding.
: DEATH IN SERVICE

SEc. 232. (a) In case a participant dies and no claim for annuity 1s payable
under the provisions of this Act, his contributions to the fund, vyitl} interest at
the rates prescribed in sections 241(a) and 281(a), shall be paid in the order
«of precedence shown in section 241(b). . .

(b) If a participant, who has at least five years of service credit toward‘ e~

tirement under the system, excluding military or naval service that is credited
in accordance with the provisions of section 251 or 252 (a) (2), dies before separa-
tion or retirement from the Agency and is survived by a widow or a dependent
widower, as defined in section 204, such widow or dependent widower shall be
entitled to an annuity egual to 50 per centum of the annuity computed in ac-
cordance with the provisions of paragraph (e) of this section and of section
221(a). The annuity of such widow or dependent widower shall commence on
the date following death of the participant and shall terminate upon death of the
‘widow or dependent widower, or upon the dependent widower’s becoming capable
of self-support.
. (¢) If a participant who has at least five years of service credit toward re-
tirement under the system, excluding military or naval service that is credited
in accordance with the provisions of scction 251 or 252(a)(2), dies before
separation or retirement from the Agency and is survived by a wife or a hus-
band and a child or children, each surviving child shall be entitled to an an-
nuity computed in accordance with the provisions of section 221(c) (1). The
-child’s annuity shall begin and be terminated in accordance with the provisions of
section 221 (e). TUpon the death of the surviving wife or husband or termination
of the annuity of a child, the annuities of any remaining children shall be re-
computed and paid as though such wife or hugband or child had not survived
the participant.

(d) If a participant who has at least five years of service credit toward retire-
ment under the system, excluding military or naval service that is credited in
accordance with the provisions of section 251 or 252(a) (2), dies before separation
or retirement from the Agency and is not survived by a wife or husband, but
by a child or children, each surviving. child shall be entitled to an annuity com-
puted in accordance with the provisions of section 22(e) (2). The child’s annuity
shall begin and terminate in accordance with the provisions of section 221(e).
Upon terwination of the annuity of a child, the annuities of any remaining chil-
dren shall be recomputed and paid as though that child had never been entitled
“to the benefit.

(e) If, at the time of his or her death, the participant had less than twenty
years of service credit toward retirement under the system, the annuities pay-
-able in accordance with paragraph: (b) of this section shall be computed in
accordance with the provisions of section 221 on the assumption he or she has had
twenty years of service, but the additional service credit that may accrue to a
deceased participant under this provision:shall in no case exceed the difference
between his or her age on the date of death and the mandatory retirement
age applicable to his or her grade in the Agency. In all cases arising under
paragraphs (b), (e), (d), or (e) of this section, it shall be assumed that the
decensed participant was gqualified for retirement on the date of his death.

VOLUNTARY RETIREMENT

Src. 233. Any pavticipant in the system who is at least fifty years of age and
has rendered twenty years of service may on his own application and with the
congent of the Director be retired from the Agency and receive benefits in ac-
cordance with the provisions of section 221 provided he has not less than five
years of scrvice with the Agéncy. : : i

DISCONTINUED SERVICE RETIREMENT

Bec. 234. (a) Any participant who separates from the Agency after obtaining
at least five years of service credit toward retirement under the system, exclud-
ing military or naval service that is credited in accordance with the provisions of
section 251 or 252(a) (2), may, upon separation from the Agency or at any time
prior to becoming eligible for an annuity, elect to have his contributions to the
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rovisions of section 241, or (except
paration was based in whole or in
States) to leave his contributions
as prescribed in section 221, com-

fund returned to him in accordance with the pz
in cases where the Director determines that se
part on the ground of disloyalty to the United
in the tund and receive an annuity, coraputed
mencing at the age of sixty years.

(b) If a participant who has qualified in
paragraph (a) of this section to receive a de
age of sixty dies before reaching the aze of sj
with interest, shall be paid in accordance with
281.

(¢) The Director may in his discretion retir
above to promote the efficiency of the Agency.
tirement benefits in accordance with the provi
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of service with the Agency. Any individual 8
these service requirements shall receive the
in grade GS-13 as set out in paragraph (d) of t}
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and below to promote the efficiency of the Agen
receive—
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the provisions of sections 241 and’
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sions of section 221, provided they
walifying and a total of ten years
p retired who does not meel these
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18 section.
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ing a total of nne year’s salary at his
without interest, from the fund, in three
of January following the participant’s ret

ries of this date immediately following: P
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(2) a refund of the contributions ma;
provided in section 241(a), except that ix
pant, if he has at least five years of servi

the system, excluding military or nava

cordance with the provisions of section 2
ceive retirement benefits on reaching the 4
In the event tha

provisions of section 221.
from grade GS-13 or GS-12 and who has

fits dies before reaching the age of sixty

death in service within the meaning of

participant who was separated from grg
elected to receive retirement benefits dieg
the total amount of his contributions m
provided in section 241 (a), shall be paid
of section 241 (b).

(e) Notwithstanding the provisions of seeti:
amended (31 1.8.C. 203), or the provisions of
is retired in accordance with the provisions
shall have the right to assign to any person ox
of the benefits receivable by him pursnant to

s then current salary rate for each
fraction of a year, but not exceed-
hen current salary rate, payable
squal installments on the first day
irement and on the two anniversa-
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2 lieu of such refund such partici-
e credit toward retirement under
! service that is credited in ac-
nl or 252(a) (2), may elect to re-
ge of sixty in accordance with the
t a participant who was separated
clected to receive retirement bene-
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section 232. In the event that a
de GS-11 or below and who has
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nde to the fund, with interest as
in accordance with the provisions

on 3477 of the Revised Statutes, as
any other law, a participant who
of paragraph (d) of this section
corporation the whole or any part
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MANDATORY RETIREMENT FOR AGE

SEc. 235. (a) Any participant in the system
reaching the age of gixty-five be retired from

n grade G8-18 or above shall upon
the Agency and receive retirement

benefits in accordance with the provisions

of section 221, but whenever the

Director shall determine it to be in the public interest, he may extend such a
participant’s service for a period not to exceell five years.
(b) Any participant in the system, other than in grade GS—18 or above, shall

upon reaching the age of sixty be retired fro;
benefits in accordance with the provisions of

the Agency and receive retirement

section 221, but whenever the Direc-

:

tor shall determine it to be in the public intefest, he may extend such a partici-
pant’s service for a period not to exceed five Years.
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N
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SEc. 241, (a) Whenever a participant becom
out becoming eligible for an annuity or a de
the provisions of this Aect, the total amount of
interest thercon at 4 per centum per annum,
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ber 31, and proportionately for the period served during the year of separation
including all contributions made during or for such period, except as provided
in section 281, shall be returned to him. .

(b) In the event that the total contributions of a retired participant, other
than voluntary contributions mnade in accordance with the provisions of section
281, with interest at 4 per centum per annum compounded annually as is pro-
vided in paragraph (a) of this section added thereto, exceed the total amount
returned to such participant or to an annuitant claiming through him, in the
form of annuities, accumulated at the same rate of intercst up fo the date the
annuity payments cease under the terms of the annuity, the excess of the accu-
mulated contributions over the accumulated annuity paywments shall be paid in
the following order of precedence, upon the establishment of a valid claim, there-
for, and such payment shall be a bar to recovery by any other person: :

(1) Mo the beneficiary or beneficiaries designated by such participant in writ-
ing to the Director;

(2) If there be no such beneficiary, to the surviving wife or husband of such
participant;

(3) If none of the above, to the child or children of such participant and
descendants of deceased children by representation;

(4) If none of the above, to the parents of such participant or the surviver
of them;

(5) If none of the above, to the duly appointed executor or administrator
of the estate of such participant;

(6) If none of the above, to other next of kin of such participant as may be
determined by the Director in his judgment to be legally entitled thereto.

(¢) No payment shall be made pursuant to paragraph (b) (6) of this section
until after the expiration of thirty days from the death of the retired partici-
pant or his surviving annuitant.

PART I'—DERIOD OF SERVICE FOR ANNUITIES

COMPENSATION OF LENGTIH OF SERVICE

Src. 251. For the purposes of this title, the period of service of a participant
shall be computed from the date he becomes a participant under the provisions
of this Act, but all periods of separation from the Agency and so much of any
leaves of absence without pay as may exceed six months in the aggregate in
any calendar year shall be excluded, except leaves of absence while receiving
benefits under the Federal Employees’ Compensation Act of September 7, 1916,
as amended (5 U.8,C. 751 et. seq.), and leaves of absence granted participants
while performing active and honorable military or naval service in the Army,
Navy, Air Torce, Marine Corps, or Coast Guard of the United States.

PRIOR SERVICE CREDIT

SEC. 252. (a) A participant may, subject to the provisions of this section, in-
clude in his period of service—-

(1) civilian service in the executive, judicial, and legislative branches of
the Federal Government and in the District of Columbia government, prior
to becoming a participant; and

(2) active and honorable military or naval service in the Army, Navy,
Air Force, Marine Corps, or Coast Guard of the United States.

(b) A participant may obtain prior civilian service credit in accordance with
the provisions of paragraph (a) (1) of this section by making a special con-
tribution to the fund equal to § per centum of his basic annual salary for each
year of service for which credit is sought prior to November 8, 1960, and at
614 per cenfum thercafter with interest compounded annually at 4 per centum
per annum to the date of payment. Any such participant may, under such con-
ditions as may be determined in each instance by the Director, pay such special
contributions in installments.

(¢) (1) If an officer or employee under some other Government retirement
system becomes a participant in the system by direct transfer, such officer or
employee’s total contributions and deposits, including interest accrued thereomn,
except voluntary contributions, shall be transferred to the fund effective as of
the date such officer or employee becomes a participant in the system. Hach
such officer or employee shall be deecmed to consent to the transfer of such funds
and such transfer shall be a complete discharge and acquittance of all claims
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(d) No participant may obtain prior civilian service credit toward retirement
under the system for any period of civilian service on the basis of which he is
receiving or will in the future be entitled to receive any annuity under another
retirement system covering civilian personnel af the Government.

(e) A participant may obtain prior militdry or naval service credit in ac-
cordance with the provisions of paragraph (a)(2) of this sectior. by applying
“for it to the Director prior to retirement or s¢paration from the Agency. How-
ever, in the case of a participant who is eligible for and receives retired pay

-on account of military or naval service, the period of service upon which such
retired pay is based shall not be included, except that in the case of a participant
who is eligible for and receives retired pay bn account of a service-connected
disability incurred in combat with an enemy pf the United States or caused by
an 1nstrumenta11ty of war and incurred in line of duty during a perlod of war
(as that term is used in chapter 11 of title 88, United States Code), or is awarded
under chapter 67 of title 10 of the United Stat 3 Code, the period of such military
or naval service shall be included. No contribjitions to the fund shall be required
in connection with military or naval service credited to a participant in ac-
cordance with the provisions of paragraph (a) (2) of this section.

|
CREDIT FOR BERVICE WHILE OI_N’ MILITARY LEAVE

Skc. 253. Contributions shall rot be 1equ1réd covering periods of leave of ab-
sence from the Agency granted a parllclpanﬁ while performing active military
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PART H—RETIRED PABTICIPANTS RECALLED, REINSTATED, OR REAPPOINTED IN THE
AGENCY, OR. REEMPLOYED IN THE GOVERNMENT

RECALL

Sec. 271. (a) The Director may recall any retired participant to duty in the
Agency whenever he shall determine such recall is in the public interest.
~(b) Any such participant recalled to duty in the Agency in accordance with
the provisions of paragraph (a) of this section or rcinstated or reappointed in
accordance with the provisions of section 231(b) shall, while so serving, be
entitled in lieu of his annunity to the full salary of the grade in which he is
serving. During such service, he shall make contributions to the fund in accord-
ance with the provisions of section 211. When he reverts to his retired status,
his annuity shall be determined anew in accordance with the provisions of
section 221.

. REEMPLOYMENT

Seo. 272. Notwithstanding any other provision of law, a participant retired
under the provisions of this Act shall not, by reason of his retired status, be
barred from employment in Federal Government service in any appointive
position for which he is qualified. An annuitant so reemployed shall serve at
the will of the appointing officer.

REEMPLOYMENT COMPENSATION

SEc. 273, (a) Notwithstanding any other provision of law, any annuitant who
has retired under this Act and who is rcemployed in the Federal Government
service in any appointive position either on a part-time or full-time basis shall
be entitled to receive the salary of the position in which he is serving plus so
much of his annuity payable under this Act which when combined with such
salary does not exceed during any calendar year the basic salary such annuitant
was entitled to receive on the date of his retirement from the Agency. Any such
reemployed annuitant who receives salary during any calendar year in excess
of the maximum amount which he may be entitled to receive under this para-
graph shall be entitled to such salary in lieu of benefits hereunder.

(b) When any such retired annuitant is reemployed, the employer shall send
a notice to the Agency of such reemployment together with all pertinent in-
formation relating thercto, and shall pay directly to such annuitant the salary
of the position in which he is serving.

(¢) In the event of any overpayment under this section, such overpayment
shall be recovered by withholding the amount involved from the salary payable
to such reemployed annuitant, or from any other moneys, including his annuity,
payable in accordance with the provisions of this title.

PART I—YVOLUNTARY CONTRIBUTIONS

SEo. 281. (a) Any participant may, at his option and under such regulations
as may be prescribed by the Director, deposit additional sums in multiples of 1
per centum of his basic salary, but not in excess of 10 per centum of such salary,
which amounts together with inferest at 3 per centum per annum, compounded
annually as of December 31, and proportionately for the period served during
the year of his retirement, including all contributions made during or for such
period, shall, at the date of his retirement and at his election, be—

(1) returned to him in lump sum ; or

(2) used to purchase an additional life annuity ; or

(3) used to purchase an additional life annuity for himgelf and to provide
for a cash payment on his death to a beneficiary whose name shall be notified
in writing to the Dircctor by the participant ; or

(4) used to purchase an additional life annuity for himself and a life
annuity commencing on his death payable to a beneficiary whose name shall
be notified in writing to the Dircctor by the participant with a guaranteed
veturn to the bencficiary or his legal representative of an amount equal to
the cash payment referred to in subparagraph (3) above.

(b) The benefits provided by subparagraphs (2), (3), or (4) of paragraph
(a) of this section shall be actuarially equivalent in value to the payment pro-
vided for by subparagraph (a) (1) of this section and shall be caleulated upon
such tables of mortality as may be from time to time preseribed for this purpose
by the Director.
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(¢) In case a participant shall become separated from the Agency for any rea-
+on except retirement on an annuity, the amount of any additional deposits with
interest at 3 per centum per annum, con:poundéd as is provided in paragraph (a)
of this section, made by him under the provisians of said paragraph (a) shall be
refunded in the manner provided in section 241 for the return of contributions
«nd interest in the case of deatb or separation from the Agency.

(d) Any benefits payable to a participant orito his beneficiary in respect to the
«dditional deposits provided under this section ishall be in addition to the benefits
«-therwise provided under thig title.

TrrLe ITT—INTERNAL REVENUE CODE AMENDMENT

Paragraph (4) of section 104(a) of the In
emended (26 U.S.C. 104(a) (4)) (relating to t}
«ompensation for injuries and sickness), is he
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reby amended to reacl as follows:
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ptic Survey or the Public Health
e under the provisions of section
amended (22 U.8.C. 1081, 60 Stat.
nder the provisions of section 231

of the Central Intelligence Agency Retiremd

CENTRAL INTELLICENCE AGENCY RE

BECTIONAL ANALYSIS AND B

(Nore—Hzxcept for such changes as are neq
plicable to the Central Intelligence Ageacy, mg
substantively the same as, or identical with, th
Jloreign Service Act of 1946, as amended. Fj
responding section number under the Foreign
is furnished at the end of each explanatory sta
£01, 'SA”) where applicable.)

* s & K

Be it enacted by the Senate and House of e

of America in Congress assembled,

TITLE I—SHORT TITLE AN

PART A—3HORT T

Sec. 101, Mitles I to III, inclusive, of this 2
Intelligence Agency Retirement Act of 1563”.
Baplanation.—This section provides 4

PArRT B——DEFINIT]

Sec. 111, When used in this Act, the term—
(1) “Agency’” means the Central Intelligence
(2) “Director” means the Director of Centra
tor of Central Intelligence.
Explanation—This section defines the
as these terms are used throughout the bil

TITLE II--THE CENTRAL INTELLIGEN
AND DISABILITY

PART A—ESTABLISHMENT)

RULES AND BEGULAS

Seo. 201. (a) The Director may prescribe
establishment and maintenance of a Central In
¢isability system for a limited number of emplad
system,
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(b) The Director shall administer the system in accordance with such rules
and regulations and with the principles established by this Act.

(¢) In the interests of the security of the foreign intelligence activities of the
United States, and in order further to implement the proviso of section 102 (d) (3)
of the National Security Act of 1947, as amended (50 U.8.C. 408 (d) (38)), that
the Director of Central Intelligence shall be responsible for protecting intelligence
sources and methods from unauthorized disclosure, and, notwithstanding the
provisions of the Administration Procedure Act (5 U.8.C. 1001 et. seq.) or any
other provisions of law, any determinations by the Director authorized by the
brovisions of this title shall be deemed to be final and conclusive and not subject
to review by any court.

Liwplanation.—This section gives the Director of Central Intelligence
the authority necessary to establish and maintain @ retirement system
for a limited number of employees and top prescribe rules and regula-
tions governing its administration (sec. 801, 'SA).

In view of the security classification of information concerning the
service of Agency employees, the facts pertinent.to determinations made
under this Act will ordinarily be of such a nature that they cannot be
publicly disclosed. Accordingly the section pbrovides that determina-
tions of the Director under this Act are final and conclusive and not
subject to review. Legislative precedent for this provision is contained
in the Civil Service Retirement Act which provides in section 16(c) that
determinations by the Commission of questions of dependeney and
disability under that Act are not reviewable. Other precedents are con-
tained in the Atomic Energy Act which provides that, where restricted
data are involved, determinations of the Commission will not be subject
to judicial review and in the Troreign Claims Settlement Act of 1949.
(See 42 U.8.0. 2231 and 22 U.8.C. 1623 (h).)

ESTABLISHMENT AND MAINTENANCE OF FUND

SEC. 202. There is hereby created a fund to be known as the Central Intelli-
gence Agency Retirement and Disability Fund which shall be maintained by the
Director. The Central Intelligence Agency Retirement and Disability Fund is
referred to hereafter in this title as the fund.

Ligplanation.—This section brovides for establishment and mainte-
nance of the Central Intelligence Agency TRetirement and Disability
Fund by the Director (sec. 802, F'SA, and 43 Stat. 144), -

PARTICIPANTS

SEc. 208. The Director may designate from time to time such Agency officers
and employees, hereafter roferred to as participants, who shall be entitled to the
benefits of the system. Any participant who hasg completed fifteen years of service
with the Agency and whose career at that time is adjudged by the Director to he
qualifying for the system may elect to remain a participant of such system for
the duration of his employment by the Agency.

Ezplanation.—This section necessarily deviates from the comparable
provision of the Foreign Service Act of 1946, as amended, since Toreign
Service Officers are automatically covered by virtue. of their appoint-
ments under the Foreign Service Act. However, only a limited number
of Agency cmployees will serve under conditions which will warrant
other than normul retirement considerations and those who are to be
designated as barticipants pursuant to. this section will undergo a rigid
selection process (sec, 803, FSA). } .

This retirement system ig designed for those officers whose careers
over the ycars are predominantly concerned with the conduct and
support of intelligence activities in foreign countries. It ig intended
to designate an employce as a, barticipant in this system at the earliest
time after he has gained full career employee status in the Agency that
it can be determined that hig career field of work is in the conduct and
support of intelligence activities in foreign countries; Thereafter, his
gervice record will be reviewed periodically to verify that hig career

- has remained in this field and that he is in fact performing qualifying
service. If on such review it should be determined than an officer’s
career specialization has bermanently shifted to a different field, he
will be transferred to the civil service retirement system. However,
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when an employee who has been designated as a participant has met
all of the minimum requirements for retirement under this system and
then shifts to another field of career specialization, he would ordinarily
be viewed as having acquired a right to the benefits he as already
earned under this system and would be permitted to remain in it. Conse-
quently, the section provides that an employee who has completed fifteen
yvears of service in the Agency and whoge career at that time is adjudged
to be qualifying for this system may efleet to remain in this system for-
the duration of his employment by the Agency.

ANNUITANTS |
i

]

Sec. 204. (a) Annuitants shall be participants who are receiving annuities:
irom the fund and all persons, including surviving wives and husbands, widows,
dependent widowers. children, and bereficiarfes of participants or annnitants:
who shall become entitled to receive annuities {n accordance with the provisions.
of this Act. i

(b) When used in this title the term— |

(1) “Widow” means the surviving wife ofj a participant who was married’
1:0 such participant for at least two years 1mynediate1y preceding his death or-
who is the mother of issue by such marriage. |

(2) “Dependent widower” means the surviving husband of a participant who-
‘was married to such participant for av least fwo years immediately preceding-
ner death or who is the father of issue by such marriage, and who is incapable
2f self-support by reason of mental or physicalidisability, and who received more-
than one-half of his support from such participant.

(3) “Child” means an unmarried ctild, under the age of eighteen years, or
guch unmarried child regardless of age who, because of physical or mental dis-
ability incurred before age eightecn, iz ineapable of self-support. In addition:
to the offspring of the participant and his or :her spouse, the term includes (i)
an adopted child, and (ii) a stepchild or recognized natural child who received
more than one-half of his support frow. the pdrticipant.

a Haeplanation.—This section defines ?nnuitants who may he eligible for-
benefits under the retirement ;system];(Sec. 204, FSA).

.

ParT P—COMPULIORY Oé)NTmRUTmNS

Sec. 211. (a) Six and one-half per centum ¢f the hasic salary received by each:
participant shall be contributed to the fund 1!01' the payment of aanuities, cash:
benefits, refunds, and allowances. An equal sum shall also be contributed from-
the respective appropriation or fund which is used for payment of his salary.
The amounts deducted and withbeld from basic salary together with the amounts
so contributed from the appropriation or fund, shall be deposited by the Agency
to the credit of the fund. }

(b) Each participant shall be deemed to consent and agree to such deductions
froin basic salary, and payment less such dednctions shall be a full and complete:
discharge and acquittance of all claims and demands whatsoever for all regular-
gervices during the period covered by such|payment, except the right to the-
benefits to which he shall be entitled under this Act, notwithstanding any law,
rile, or regulation affecting the individual's kalary.

Eaplanation.—This section provides for contributions to the retire-
ment fund by the employee and by [the Agency at the rate of six and
one-half per cent of basic salary, which is the same under both the-
Foreign Service retirement system and the civil service retirement sys--
tem (Sec. 311, FSA).

i
PART C-—COMPUTATION ;fon' ANNUITIES

Skc. 221. (a) The annuity of a pavticipalﬂt shall be equal to two per centum
of his average basic salary for the highest five consecutive years of service, for:
which full contributions have been made to)the fund, multipled by the number
of years, not exceeding thirty-five, of servicd credit obtained in accordance with
the provisions of sections 251 and 252. In determining the aggregate period of
service upon which the annuity is tc¢ be based, the fractional part of a month,.
if any, shall not be counted.

j
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(b) At the time of retirement, any married participant may elect to receive
:a reduced annuity and to provide for an annuity payable to his wife or her
-husband, commencing on the date following such participant’s death and
terminating upon the death of such surviving wife or husband. The annuity
payable to the surviving wife or husband after such participant’s death shall be
-B0 per centum of the amount of the participant’s annuity computed as prescribed
in paragraph (a) of this section, up to the full amount of such annuity specified
by him as the base for the survivor benefits. The annuity of the participant
making such election shall be reduced by 214 per centum of any amount up to
:$2,400 he specifies as the base for the survivor benefit plus 10 per centum of any
-amount over $2,400 so specified.

(¢) (1) If an annuitant dies and is survived by & wife or husband and by a
child -or children, in addition to the annuity payable to the surviving wife or
husband, there shall be paid to or on behalf of each ¢hild an annuity equal to the
-smallest of : (1) 40 per centum of the annuitant’s average basic salary, as deter-
Inined under paragraph (a) of this section, divided by the number of children;
(i1) $600; or (iil) $1,800 divided by the number of children. o

(2) If an annuitant dies and is not survived by a wife or husband but by a
child or children, each surviving ehild shall be paid an apnuity equal to the
smallest of :-(i) 50 per centum of the annuitant’s average basic salary, as deter-
mined under paragraph (a) of this section, divided by the number of children;
(1) $720; or (iii) $2,160 divided by the number of children.

(d) If a surviving wife or hushand dies or the annuity of a child is term-
inated, the annuities of any remaining children shall be recomputed and paid
-as though such wife, husband, or child had not survived the participant.

(e) The annuity payable to a child under paragraph (c) or (d) of this section,
shall begin on the first day of the next month after the participant dies and
such annuity or any right thereto shall be terminated upon death, marriage,
-or attainment of the age of eighteen years, except that, if a child is incapable
of self-support by reasons of mental or physical disability, the annuity shall be
terminated only when such child dies, marries, or recovers from such disability.

(f) Any unmarried participant retiring under the provisions of this Act and
found by the Director to be in good health may at the time of retirement elect a
reduced annuity, in lieu of the annuity as hereinbefore provided, and designate
in writing a person having an insurable interest (as that term is used in 5
U.S.C. 2256%(h)) in the participant to receive an annuity after the participant’s
-death. The annuity payable to the participant making such election shall be
reduced by 10 per centum of an annuity computed as provided in paragraph (a)
of this section, and by 5 per centum of an annuity so computed for each full
five years the person designated is younger than the participant, but such total
reduction shall not exceed 40 per centum. The annuity of a survivoer designated
under this paragraph shall be 50 per centum of the reduced annuity computed as
prescribed above. The annuity payable to a beneficiary under the provisions of
‘this paragraph shall begin on the first day of the next month after the participant
dies. Upon the death of the surviving bencficiary all payments shall cease and
no f%rther annuity payments authorized under this paragraph shall be due or
payable.

Ieplanation.—This section establishes the rates of annuities payable
to participants and specified beneficiaries under the retirement system.
Comparable provision is made in section 804 of the Foreign Service Act
except that the first sentence of paragraph (£), regarding the designation
of a beneficiary by an unmarried participant, uses language employed for
the comparable provision in the Civil Serviee Retirement Act (sec. 9(h))
which provides that such individual must have an insurable interest in
the participant.

Parr D—BENEFITS ACCRUING TO CERTATN PARTICIPANTS
RETIREMENT FOR DISABILITY OR-INCAPACITY-—MEDICAL EXAMINATION—RECOVERY

Sec. 231. (a) Any participant who has five years -of service credit toward
retirement under the system, excluding military or naval service that is credited
in accordance with provisions of section 251 or 252(a) (2), and who becomes
totally disabled or incapacitated for useful and efficient service by reason of
disease, illness, or injury not due to vicious habits, intemperance, or willful mis-
- conduct on his part, shall, apon his own application or upon order of the Director,
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te retired on an annuity computed as prescribéd in section 221, If fhe disabled
or incapacitated participant has less than twenty years of serviee credit toward
kis retirement under the system at the time h;e is retired, his annuity shall be
computed on fhe assumption that he has had twenty years of service, but the
additional service credit that may accrue to w participant under this provision
shall in no case exceed the difference between his age at the time of retirement
and the mandatory retirement age applicable tcb his grade in the Agency.

(b) In each case, the participant shall be gvmn a medical examiration by one
or more duly qualified physicians or snrgeons (lesignated by the Director to con-
Juct examinations, and disability shall be determined by the Director on the basis
»f the advice of such physicians or surgeons., Unless the disability is permanent,
ilke examinations shall be made annually until the annuitant has reached the
statutory mandatory retirement age for his grade in the Agency. If the Direcfor
.determines on the basis of the advice of one or more duly qualified physicians
or surgeons conducting such examinations that an annuitant has recovered to
the extent that he can return to duty, tae ann;fmant may apply for reinstatement
or reappointment in the Agency within one year from the date his recovery is
determined. Upon application, the Director inay reinstate any stich recovered
disability annuitant in the grade in which he(was serving at time of retirement,
or the Director may, taking into consideratipn the age, qualifications, and ex-
perience of such annuitant, and the present grade of his contempnraries in the
Agency, appoint him to a grade higher than the one in which he was serving
prior to retirement. Payment of the annuity shall continue until a date six
.months affer the date of the examination shgwing recovery or until the date of
reinstatement or reappointment in the Agenpy, whichever is earlier. Fees for
examinations under this provision, together fith reasonable traveling and other
expenses incurred in erder to submit to examination, shall be paid out of the
fund. If the annuitant fails to submit to examination as required under this
section, payment of the annuity shall be suspiended until continuaace of the dis-
ability is satisfactorily established,

(¢) If a recovered disability annuitant w,jhose annuity is discontinued is for
any reason not reinstated or reappointed in the Agency, he shall bz considered to
have been separated within the meaning of paragraphs (a) and (b) of section
234 as of the date he was retired fo: disabjlity and be shall, after the discon-
tinuance of the disability annuity, be entitled to the benefits of that section or of
section 241 (a) except that he may elect voluntary retirement in accordance with
the provisions of section 233 if he can quﬂlify%under its provisions.

{d) No participant shall be entitled to re¢eive an annuity under this Act and
compensation for injury or disability to himself under the Federal Bmployees”
Compensation Act of September 7, 1916, as amended (5 U.S.C. 751 et seq.),
covering the same period of time. This proyision shall not bar the right of any
claimant to the greater benefit conferred by‘ either Act for any part of the same

period of time. Neither this provision nar any provision of the said Act of
September 7, 1916, as amended, shall be g6 construed as to deny the right of
any person to receive an annuity urder this Act by reason of his own sgervices
and to receive concurrently any payment ynder such Act of September 7, 1916,
as amended, by reason of the death of any other person.

(e) Notwithstanding any provision of law to the contrary, the right of any
person entitled to an annnity under this At shall not be affectad because such
person has received an award of compensgtion in a lump sum nnder section 14
of the Federal FEmployees’ Compensation Alct of September 7, 1916, as amended,
(5 U.8.C. 764), except that where such annfpity is payable on account of the same
disability for which compensation under such section has been paid, so much of
such eompensation as has been paid for any| perind extended beyvond the date such
annuity becomes effective, as determined |by the Secretary of Labor, shall be
refunded to the Department of Labor, to[be paid into the Federal Employees’
Compensation Fund. Before such person| shall receive such annuity, he shall
(1) refund to the Department of Labor the amount representing such commuted
payments for such extended pericd, or ?2) authorize the deduction of such
amount from the annuity payable to him ynder this Act, which amount shall be
transmitfed to such Department for reimpursement to such Fund. Deduetions
from such annuity may be made from accyred and accuring payments, or may be-
prorated against and paid from accuring payments in such manner as the Secre-
tary of Labor shall determine, whenever he finds that the financial circumstances
of the annuitant are such as to warrant sugh deferred refunding.

RBrplanation—This section mgkes provision for retirement of em-
ployees who become disabled or incapacitated for duty. It establishes

|
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procedures for physical examinations and subsequent return to duty
when an annuitant has recovered to the extent that he can return to duty.
The section further bars payment of a disability annuity if the employee
is given an award of compéngation for the same disability under the
Federal Employees’ Compensation Act (see. 831, FSA).

DEATH IN SERVICE

Src. 232, (a) In case a participant dies and no claim for annuity is payable
under the provisions of this Act, his contributions to the fund, with interest
at the rates prescribed in sections 241(a) and 281(a), shall be paid in the order
of precedence shown in section 241(b).

(b) If a participant, who has at least five years of service credit toward
retirement under the system, excluding military or naval service that is
credited: in accordance with the provisions, of section 251 or 252(a) (2), dies
before separation or retirement from the Agency and is survived by a widow ora
dependent widower, as defined in section 204, such widow or dependent widower
shall be entitled to an annuity equal to 50 per centum of the annuity computed
in accordance with the provisions of paragraph (e) of this section and of section
221(a). The annuity of such widow or dependent widower shall commence
on the date following death of the participant and shall terminate upon death of
the widow or dependent widower, or upon the dependent widower’s becoming
capable of self-support.

(e) If a participant who has at least five years of service credit toward
retirement under the system, excluding military or naval service that is credited
in accordance with the provisions of section 251 or 252(a)(2), dies before
geparation ov retirement from the Agency and is survived by a wife or a hus-
Dband and a child or children, each surviving child shall be entitled to an annuity
computed in accordance with the provisiong of section 221 (c) (1). The child’s
annuity shall begin and be terminated in accordance with the provisions of
section 221(¢). TUpon the death of the surviving wife or husband or termina-
tion of the annuity of a child, the annuitics of any remaining children shall be
recomputed and paid as though such wife or husband or child had not survived
the participant.

(d) If a participant who has at least five years of service credit toward
.retirermnent under the system, excluding military or naval service that is credited
in accordance with the provisions of section 251 or 252 (a) (2), dies before separa-
tion or retirement from the Ageney and is not survived by a wife or husband, but
by a child or children, each surviving child shall be entitled to an annuity com-
puted in accordance with the provisions of section 221(¢)(2). The child’s
annuity shall begin and terminate in accordance with the provisions of scction
221(e). Upon termination of the annuity of a child, the annuities of any
remaining children shall be rccomputed and paid as though that child had
nevet been entitled to the benefit.

. (e) If, at the time of his or her death, the participant had less than twenty
vears of service credit toward retirement under the system, the annuities pay-
able in accordance with paragraph (b) of this section shall be computed in
accordance with the provisions of section 221 on the assumption he or she has
had twenty years of service, but the additional service credit that may acerue to
a deceased participant under this provision shall in no case exceed the difference
between his or her age on the date of death and the mandatory retirement age
applicable to his or her grade in the Agency. In all cases arising under para-
graphs (b), (¢), (d), or (e) of this section, it shall be assumed that the deccased
participant was qualified for retirement on the date of his death.

Explanation—This section provides for payment of an annuity to the
survivor (s) of an employec who dies while in active service. Tf no an-
nuity is payable, this section provides for payment of his contributions
plus interest to a named beneficiary, or to specified survivors, or to his
estate, in a prescribed order of precedence (sec. 832, FSA).

VOLUNTARY RETIREMENT

SEc. 233. Any participant in the System who is at least fifty years of age and
has rendered twenty years of service may on his own application and with the
consent of the Director be retired from the Agency and receive benefits in accord-
ance with the provisions of section 221 provided he has not less than five years of
service with the Agency.
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Hazplanation—This secticn provides for voluntary retirement of an
officer when he rveaches age 50 anjd has at least five years of Agency
service and a total of twenty yeuars of service credit under the system
(sec. 636, FSA). ;

i
DISCONTINUED SERVIG;[E RETIREMENT

Sec. 234, (a) Any participant who separétes from the Agency after obtaining
at least five years of service credit toward rétirement under the system, exclud-
ing military or naval service that is credited in accordance with the provisions of
section 251 or 252 (a) (2), may, upon separation from the Agency or at any time
prior to becoming eligible for an anauity, élect to have his contributions to the
fund returned to him in accordance with the provisions of section 241, or (except
in cases where the Director determines that separation was based in whole or in
part on the ground of disloyalty to the Unifed States) to leave his contributions
in the fund and receive an annuity, computed as prescribed in section 221, com-
mencing at the age of sixty years. | :

(b) If a participant who has qualified in accordance with the provisions of
paragraph (a) of this section to receive a deferred annuity commencing at the
age of sixty dies before reaching the age of sixty his contributions to the fund,
with interest, shall be paid in accordance]with the provisions of sections 241
and 281, -

(¢) The Director may in his discretion 1'étire participants in grade GS—14 and
above to promote the efficiency of the Agency. If so retired, they shall receive
retirement benefits in accordance with the provisions of section 221, provided
they have in each case not less than five yéars of gqualifying and a total of ten
years of service with the Ageney. Any individual so retired who does not meet
these service requirements shall receive the benefits provided for individuals in
grade GS-13 as set out in paragrapk (d) of this section.

(4) The Director may in his discretion retire participants in grade GS-13 and
below to promote the efficiency of tae Age?cy and each such participant shall
Teceive—

(1) one-twelfth of a year's salary at ;his then current saldry rate for each
year of service and proportionately foria fraction of a year, but not exceed-
ing a total of one year’'s salary at his then current salary rate, payable with-
out interest, from the fund, in three efual installments on the 1st day of
January following the participant’s retirement and on the two anniversaries
of this date immediately following: Provided, That in special cases, the
Director may, in his discretion, accelerate or combine the installments; and

(2) a refund of the contributions made to the fund, with interest as pro-
vided in section 241 (a), except that in iieu of such refund such participant,
if he has at least five years of service credit toward retirment under the
system excluding military or naval service that is credited in accordance
with the provisions of section 251 or 252(a) (2), may elect to receive retire-
ment benefits on reaching the age of sixty in accordance with the provisions
of section 221. In the event that a participant who was separated from
grade GS-13 or G8-12 and who has elected to receive retirement benefits
dies before reaching the age of sixty, his death shall be congsidered a death in
gervice within the meaning of section 232. In the event that a participant
who was separated from grade GS-11 or below and who has elected to
receive retirement benefits dies before ;reaching the age of sixty, the total
amount of higs contributions macde to the fund, with interest as provided in
section 241(a), shall be paid in accor ‘ance with the provisions of section
241(b). |

(e) N(ot)withstanding the provisions of section 3477 of the Revised St_atutes,
as amended, (31 11.8.C. 203), or the provisions of any other law, a partlcipf_a_nt
who is retired in accordance with the provisipbns of paragraph (d) of this section
shall have the right to assign to any persan or corporation the whole or any
part of the benefits receivable by him pur}fuant to paragraph (d) (1) of this
section. |

Eaplanation.—This sectior: provi@es for the involuntary retirement of
employees by the Director in orde¢r to promote the efficiency of _the
Agency. The comparable provisions of the FSA relate to “gelection-
out” of officers who fail of promadtion or who do not meet required
standards of performance.
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Retirement benefits provided for employeces in GG8-14 and above are
the-same as those provided for Xorcign Service officers in classes 1, 2,
and 3 except that more stringent service requirements have been estab-
lished for this system. In order to be retired with an immediate an-
nuity, an employce in G8-14 and above must have at least ten years of
service with the Agency which includes at least five years of service of
a nature qualifying him for coverage under this system. Employees in
GS8-14 and above who do not meet these service requirements will re-
ceive the benefits provided for employees in GS-13. The retirement
benefits provided for employecs in GS8-13 and below are the same as those
provided for Forcign Service officers in class 4 and below. The linkage
levels cstablished in the Federal Salary Reform Act of 1962 (Public Law
87-793) to provide comparability for pay purposes have been used to
relate Foreign Service classes to the Agency’s general schedule grades.

Comparable sections of FSA are as follows :

CIA system Foreign Serviee system
See. 234(a). Refund of con- Secs. 834(a) and 637(b).
tributions.

Sec. 234(b). Disposition of Sce. 834(b).
contributions upon decath
prior to receipt of deferred

annuity. ’ o .
Sec. 234(c). Involuntary ré- Secs. 519, 633(b), and 634(a).
tirement -— employecs in

grades GS-14 and above.
Sec. 284(d). Involuntary re- Scecs. 833(b) and 634.(b).
tiremment — employees  in
grades GS-13 and below.
Sec. 234(e). Assignment of Scc. 634(e).
benefits,

. MANDATORY RETIREMENT FOR ACE

SEo. 235. (a) Any participant in the system in grade GS-18 or above shall
upon reaching the age of sixty-five, be retired from the Agency and receive re-
tirement benefits in accordance with the provisions of section 221, but whenever
the Director shall determine it to be in the public intercst, he may extend such
a participant’s service for a period not to oxceed five years.

(b) Any participant in the system, other than in grade GS8-18 or above, shall,
upon reaching the age of sixty, be retired from the Ageney and receive retirement
benefits in accordance with the provisions of section 221, but whenever the
Director shall determine it to be in the public interest, he may extend such a
participant’s service for a period not to exceed five years.

Ezplanation—This section provides for the mandatory retirement
of employecs in GS-18 or above upon reaching age 65 and of other em-
ployees upon reaching age 60. As in the preceding section, conversion
to Agency grades was achieved by application of the linkage levels estab-
lished in the Federal Salary Reform Act of 1962 (secs. 631 and 632,
'SA).

PArT F—DISPOSITION OF CONTRIBUTIONS AND INTEREST IN IIXCESS OF BENEFITS
RECEIVED

Sec. 241. (a) Whenever a participant becomes separated from the Areucy
without becomeing eligible for an annuity or a deferred annuity in accordance
with the provisions of this Act, the total amount of contributions from his
salary, with interest thercon at 4 per centum per annum, compounded annually
as of December 31, and proportionately for the period served during the year of
separation, including all contributions made during or for such period, except
as provided in section 281, shall be returned to him.

(b) In the event that the total contributions of a retired participont, other
‘than voluntary contributions made in accordance with the provisions of section
281, with intevest.at 4 per centum per annum compounded annually as is pro-
vided in paragraph (a) of this section added thereto, exceed the total amount
returned to such participant or to an annuitant claiming through him, in the form
of annuities, accumulated at the same rate of interest up to the date the annuity
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payments cease undev the terms of the annnity, the excess of the accumulated
contributions over the accumulated annuity pay, nents shall be paid in the follow-
ing order of precedence, upon the est.lbliqhmel}%t of a valid claim therefor, and
sach payment shall be a bar to recovery by any ather person:

(1) To the beneficiary or beneficiaries de‘;Lgnated by such participant in
writing to the Director;

(2) If there be no such beneficiary, to the sux viving wife or hushand of such

participant;
(3) If none of the above, to the child or (hﬂdlen of such participant and
descendants of deceased (hﬂdren by representation;

(4) If none of the above, to the parents of such participant or the survivor of
them ;

(5) If none of the above, to the duly appmﬁted executor or administrator of
‘he estate of such partic 1pant f

(6) If none of the above, to other next of tin of such particlpant as may be
determined by the Director in his judgment t be legally entitled thereto.

(e) No payment shall be made pursuant tojparagraph (b) (6) of this section
until after the expiration of thirty days from the death of the retired participant
or his surviving annuitant.

KEeplanation.—This section provides for the refund of contributions,
plus interest at 4 percent to an Dmpmy{ze who is-separated without atfain-
ing eligibility for an immediate or deferred annuity.

The section further provides for the disposition of contributions, plus
interest at 4 percent, which are in lexcess of the amonnts paid to a
participant or to an annuitart claiming through him. If at the time
annuity payments cease, the accunmldted annuities paid to the partici-

pant or to an annuitant claiming thrqu"h him, or both, are less than the
total amount of the contributions of|the participant, pulus interest at 4
percent, the excess of such contributions and interest is payable to a
surviving spouse, children, parents, ¢r estate of a deceased participant
or to his named beneficiary in the same order of precedence as has been
established under the Foreign Servi?e and the Civil Service refirement
systems (sec. 841, FSA). |
i
Parr F—DERIOD OF SERVIC?:: FOR ANNUITIES
{

COMPUTATION OF I.ENG’iI[ OF SERVICE

Sec, 251, For the purpose of this title, the period of service of a participant
shall be computed from the date he becomes a participant under the provisions
of this Act, but all periods of separation frpm the Agency and so much of any
leaves of absence without pay as may exceed six months in the aggregate in any
calendar year shall be excluded, exeopt leayes of absence while receiving bene-
fits under the Federal Employees’ Compensgation Act of September 7, 1916, as
amended (5 U.S.C. 751 et. seq.), and leaves of absence granted par tncmants whlle
performing active and honorable military dgr naval service in the Army, Navy,
Air Force, Marine Corps, or Coast Guard of the United States.

Explanation—~This sectioa provides that the period of service of a
participant under this system shall begin as of the date he becomes a
particlpant but excludes periods of geparation from the Agency or leaves
of absence in excess of six months| except when such leave is during
period when the participant is receiving benefits under the Federal
Employees’ Compensation Act (for illness or injury ineurred in the
performance of duty) or when Sufh leave is for military service (sec.
851, "SA).

Sec. 252, (a) A participant may, subject to the provisions of this section,
include in his period of service—

(1) eivilian service in the ex:ecutivé, judicial, and legislative branches of
the Federal Government and in the Disfrict of Columbia government, prior to
hecoming a participant; and

(2) active and honorable military lor naval service in the Army, Navy,
Air Force, Marine Corps, or Cos.st Guard of the United States.

{(b) A participant may obtain prior to] civilian serviee creciit in accordance
with the provisions of paragraph (a) (1)i of this section by making a special
contribution to the fund egual to 5 er cenfum of his basic annaal salary for each

1
PRIOR SERVIC; CREDIT
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year of service for which credit is sought prior to November 8, 1960, and at
6%% per centum thereafter with interest compounded annually at 4 per centum
per annum to the date of payment. Any such barticipant may, under such con-
ditions as may be determined in each instance by the Director, pay such special
contributions in installments.

(e) (1) If an officer or employee under some other Government retirement
System becomes a participant in the system by direct transfer, such officer
or employee’s total contributions and deposits, including interest accrued thereon,
except voluntary contributions, shall be transferred to the fund cffective as of
the date such officer or employec becomes g participant in the system. Each
such officer or employee shall be deemed to consent to the transfer of such funds
and such transfer shall be a complete discharge and acquittance of all claims
and demands against the other Government retirement fund on account of
service rendered prior to becoming a participant in the system.

(2) No participant, whose contributions are transferred to the fund in
accordance with the provisions of paragraph (c¢) (1) of this section shall be
required to make contributions in addition to those transferred, for periods of
service for which full contributions were made to the other Government retire-
‘ment fund, nor shall any refund be made to any such officer or employee on
account of contributions made during any period 10 the other Government retire-
ment fund, at a higher rate than that fixed by scetion 211 of this Act for con-
tributions to the fund.

(3) No oflicer or employee, whose contributions are transterred to the fund
in accordance with the provisions of paragraph (¢) (1) of this section, shall
recelve credit for periods of service for which a refund of contributions has
‘been made, or for which no contributions were made to the other Government
retirement fund. A participant may, howcever, obtain credit for such prior
service by making a special contribution to the fund in accordance with the
‘provisions of paragraph (b) of this section.

(d) No participant may obtain prior civilian scrvice credit toward retire-
ment under the system for any period of civilian service on the basis of which
he is recefving or will in the future be cntitled to receive any annuity under
another retirement system covering civilian personnel ot the Government,

(e) A participant may obtain prior military or naval service credit in
-accordance with the provisions of baragraph (a)(2) of this section by applying
Tor it to the Director prior to retirement or scparation from the Agency. How-
ever, in the case of a participant who is eligible for and receives retired pay on
account of military or naval service, the period of service upon which such
retired pay is based shall not be included, except that in the case of a partici-
pant who is eligible for and receives retired pay on account of a service-con-
nected disability incurred in combat with an enemy of the United States or
caused by an instrumentality of war and incurred in line of duty during a
period of war (as that term is used in chapter 11 of title 28, United States Code),
or is awarded under chapter 67 of title 10 of the United States Code, the period
of such military or naval service shall be included. No contributions to the
fund shall be required in conneetion wtth military or naval service credited to
a participant in accordance with the provisions of paragraph (a)(2) of this
Seetion. .

Beplanation—This section establishes the conditions for credit under
the refirement system of previous civilian and military service, This
‘section permits inclusion of prior qualifying service, as that term is
used in the Act, performed at any time as an employee in the Agency
for the transfer of an indivdual’s contributions from other Govern-
ment retirement systems to the Central Intelligence Agency Retirement
and Disability Fund. These provisions are comparable to those of the
Foreign Bervice and the civil service retirement system (sec. 8562, FSA).

CREDIT FOR SERVICE WIITLE ON MILITARY LEAVE

Src. 253, Contributions shall not be required covering periods of leave of
-&bsence from the Agency granted a participant while performing active military
or naval service in the Army, Navy, Air Force, Marine Corps, or Coast Guard
«©f the United States.

Ezplanation~—This section waives any requirement for contributions
to the fund during leave of absence for military or naval service (sec.
854, TSA).
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PART G—MONEYS

ESTIMATE OF APPROFRIATIONS NEEDED

es of the annual appropriations
te to be made actuarial valua-
bftener if deemed necessary by

#3gc. 261, The Director shall prepare the estima
required to be made to the fund, and shall cau
tions of the fund at intervals of five years, or
hin.

—This section provides|for estimates of annual ap-
propriations required to be made to the flund and for actuarial valuation
of the fund at least every 5 years. It is identical with section 861,
FSA, except that there has been deleted the authorization to expend
money for administering the program from the fund since funds re-
quired for such purposes would be provided by annual appropriations.

Eaxplanation.

INVESTMENT OF MONEYS IN| THE FUND

] of the Secretary of the Treas-
securities of the United States
hy not be immediately required
nds, and allowances, and the in-
tute a part of such fund.

hecessary authority fer the Di-
ediately required andi to deposit
1t to the fund (sec. 363, F'SA).

3Ec. 262. The Director may, with the approva
ury, invest from time to time in interest-hearing
such portions of the fund as in his judgment m
for the payment of annuities, cagh benefits, refu
come derived from such investments shall const
Raplunation.—This gsection provides

rector to invest funds which are not imn

the income produced by such investmer

ATTACHMENT OF MONEYS
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SEc, 263. None of the moneys mentioned in th
in law or equity, or be subject to execurion, le
other legal process, except as provided in section

Beplanation—This section provides

in the fund to preserve them for the
efits, refunds, and allowances as provide

system (sec. 8§64, F'SA).

Prrr H—RETIRED PARTICIPANTS RECAT.LED, REID
AGENOY OR REEMPLOYED IN TH

RECALL

Sko. 271. (a) The Director may recall any r¢

Agency whenever he shall determine such reca
(b) Any such participant recalled to

the provisions of paragraph (a) of this gecti

i accordance with the provisions of section 23
entitled in lieu of his annuity to the full salg
gerving. During such service, he shall make coy
aace with the provisions of section 211, When
h.s annuity shall be determined anew in acg

section 221.

Exzplanation.—This section provides
an annuitant when necessary in the pu
that such a recalled annuitant shall
the grade in which be serves upon 1
his annuily upen completion of sach ser

REEMPLOYMENT

Spo. 272. Notwithstanding any other provisi
vnder the provisions of this Act shall not, by
tarred from employment in Federal Governme]
tion for which he is qualified. An annuitant
v7ill of the appointing officer.

Eaplanation.—This section authorizg

ment of an employee retired under the

is similar to that applicable to civil s¢
to section 520(¢) FSA.

duty in

i title shall be assignable either
y, attachment, garnishment, or
34(e).

hecessary protection to moneys
ayment of annuities, cash ben-
d under the proposed retirement

YSTATED OR REAPPOINTED IN TILE
IE GOVERNMENT

tired participant to duty in the
1 is in the public interest.

the Agency in accordance with
n or reinstated or reappointed
1(b) shall, while so serving, be
iry of the grade in which he is
tributions to the fund in accord-
he reverts to his retired status,.
ordance with the provisions of

for the recall to active service ofl
blic interest. It further provides:
e entitled to the fuil salary of
ecall and for recomputation of
vice (sees, 520(b) and 871, F'SA).

on of law, a participant retired
reason of his retired status, be
ht service in any appointive posi-
ko reemployed shall serve at the

s the reemployment in Govern-
Ageney system. This authority
rvice retirees and is cemparable
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REEMPLOYMENT COMPENSATION

SEc. 273. (a) Notwithstanding any other provision of law, any annuitant who
has retired under this Act and who is reemployed in the Federal Government
service in any appointive position either on a part-time or full-time basis shall
be. entitled to receive the salary of the position in which he is serving plus so
much of his annuity payable under this Act which when combined with such
salary does not exceed during any calendar year the basic salary such annuitant
was entitled to receive on the date of hig retirement from the Agency. Any such
reemployed annuitant who receives salary during any calendar year in excess
of the maximum amount which he may be entitled to rceceive under this para-
graph shall be entitled to such salary in lieu of benefits hereunder.

(b) When any such retired annuitant is reemployed, the employer shall send
a notice to the Agency of such reemployment together with all pertinent infor-
mation relating thereto, and shall pay directly to such annuitant the salary of the
position in which he is serving.

(¢) In the event of any overpayment under this section, such overpayment
shall be recovered by withholding the amount involved from the salary payable
to such reemployed annuitant, or from any other moneys, including his an-
nuity, payable in accordance with the provisions of this title. .

Eeplanation.—This section provides that an annuitant who is reem-
ployed in the Federal service in an appointive position is entitled to re-
tain the salary of his position plus his annuity up to a combined amount
which does not exceed the basic salary of the grade which he held upon
retirement. In the cvent of an overpayment, the amount of such over-
payment may be withheld from either the salary or the annuity payable
to the reemployed annuitant (sec. 872, I'SA).

PART I-—VOLUNTARY CONTRIBUTIONS

Src. 281. (a) Any participant may, at his option and under such regulations
as may be prescribed by the Director, deposit additional sums in multiples of 1
per centum of his basic salary, but not in excess of 10 per centum of such salary,
which amounts together vwith interest at 8 per. centum per annum, compounded
annually as of December 31, and proportionately for the period served during
the year of his retirement, including all contributions made during or for such
period, shall, at the date of his retirement and at his election, be-—

(1) returned to him in lump sum ; or

(2) used to purchase an additional life annuity ; or

(3). used to purchase an additional life annuity for himself and to provide
for a cash payment on his death to a beneficiary whose name shall be notified
in writing to the Director by the participant; or

(4) used to purchase an additional life annuity for himself and a life
annuity commencing on his death payable to a beneficiary whose name
shall be notified in writing to the Director by the participant with a guaran-
tecd return to the beneficiary or his legal representative of an amount
equal to the cash payment referred to in subparagraph (3) above.

(b) The benefits provided by subparagraphs (2), (3), or (4) of paragraph
{a) of this section ghall be actuarially equivalent in value to the payment pro-
vided for by subparagraph (2) (1) of this section and shall be calculated upon
such tables of mortality as may be from time to time prescribed for this purpose
by the Director.

{¢) In case a participant shall become separated from the Agency for any
reason except retirement on an annuity, the amount of any additional deposits
with interest at 3 per centum per annum, compounded as is provided in para-
graph (a) of this section, made by him under the provisions of said paragraph
(a) shall be refunded in the manner provided in section 241 for the return of
contributions and interest in the case of death or separation from the Agency.

(d) Any benefits payable to a participant or to his beneficiary in respect to the
additional deposits provided under this section shall be in addition to the bene-
fits otherwise provided under this title.

Faeplanation.—This section provides for an employee to make volun-
tary contributions to the fund if he wishes to do 8o in order to increage
the annuity to be paid to him or to a survivor upon his retirement or
death. Similar provision is contained in both the Foreign Service and
the civil service retirement systems (sec. 881, FSA),
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TITLE III—INTERNAL REVINUE CODE AMENDMENT

I'aragraph (4) of section 104(a) of the Internal Revenue Code of 1954, as
amended (26 U.S.C. 104(a) (4)) (relating to the exclusion from gross income of
corapensation for injuries and sickness) is hereby amended to read as follows:

“(4) amounts received as a pension, annuity, or similar allowance for
personal injuries or sickness resulting from active service in the armed forces
of any country or in the Coast and Geodetic Survey or the Public Health
Service, or as a disability annuity payable under the provisions of section
831 of the Foreign Service Act of 194€, as amended (22 U.8.C. 1081, 60 Stat.
1021), or as a disability annuity payable under the provisions of section 231
of the Central Intelligence Agency Retiremept Act of 1063.”

Baplanation—This section amends p 1ra,e,rraph 4 of section 104(a) of
the Internal Revenue Code of 1954 to exempt disability annuities under
title I1 of this act from Federal income tax. This is the same exemption
already accorded similar annunities for participants under the Foreign
Service disability and retirement systeti and for members ¢f the uni-
formed services. (This section was favorably reviewed by the Depart-
ment of Treasury in processing within the executive branch.)

Mr. Warner. Page 1, line 3, this is a new title to the bill. I don’t
believe it needs any explanation. At line 10 we have the inclusion of
ths Deputy Director within the defi ﬁitioniof director to permit Gen-
eral Carter to make the determinations required under the zct.

Mr. Haroy. Is that the normal procedure to write that into the
statute?

Isn’t that normally accomplished by delegation ¢ )

Mr. Warwer. Well, we felt that chese actions are of sufficient 1m-
pcertance that it ought to be abundantly slear. It does vary—some-
tiraes it is in statutes; sometimes not. We thought it would be better
to make it clear that the Deputy Director J; fully authorized to act for

Director in these situations.

Mr. Haroy. I think that is probably all right, but every now and
then when we get into situations where th¢re are circumstances as im-
portant as these, it has generally been the thinking that the ultimate
responsibility ought to be placed exclusively on the top administrative
oficer, which in this case would be the Director. I don’t know
whether

Mr. Bates. And he delegates it if he wantsto?

. l\ir. Harpy. Yes. Then in the event you have got a real come-
£

Mzr. Rivers. T can’t conceive how there would be any difference of
opinion between the two because the President would certainly re-
move him if there were any shenanigans between the two of them.
I Jdon’t see how it can hurt.

Mr. Branprorp. Does the Foreign Ser*fice Act give this authority
tc the Secretary of State and does he delegate it or does it——

Mr. Woopyear. It is given to the Secre?t:u‘y of State and delegated
tc the personnel director. |

Mr. Braxprorp. You have never had any problem then, insofar as
ir terpretations are concerned, that a delegated authority affecting a
retirement has been questioned, I mean to your knowledge?

N}Ir. Woonvear. To my knowledge we l%mve never had any problem
with it.

Mr. Haroy. I just have a doubt in ny 1J’1ind that we ought to have a
departure from what is normal practice imjthis. That isall.

Mr. Braxprorn. Nothing actualiy is added or detracted from it,

Ar. ITardy, if it were deleted.
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Mr. ITaroy. That was my thinking.

Mr. Bewwwrr, I am inclined to delete it.

Mr. Barrs, I so move.

Mr. Rivers. Without objection. Go ahead.

Mr. Bares. I did have the same question that Mr, Hardy had. But
also is this the language we finally decided on: “Central Intelligence
Agency Retirement Act of 19637 ¢

Is that how we finally left it, even though it is only partial?

Mr. Rivers. What we deeided to do is just take up roughly section
302 or what was it ?

Mr. Branprorp. Titles 2 and 3.

Mr. Warner. Yes. You had expressed the will to take out all of
these other provisions and merely deal with retirement, so this is a
retirement act.

Mr. Rivers. That is what we decided.

Mr. Barns. Ixcept it is not in as general a nature as the title seems
to suggest.

Mr. Branororn. Couldn’t we amend this?

I think we missed it some place here, what we are really talking
about:

Mr. Bares. Special.

Mr. Br.axororp. More than that, limited.

We ought to call it the Central Intelligence Agency Limited Re-
tivement Act of 1963 or the CIA Limited Retirement Act or something
of that nature.

Mr. War~ner. This had been discussed at the prior hearing and the
limited point is in the statement of the purpose and it is also in sec-
tion 201 which we have not come to yet.

Mr, Bexwerr. It is the only retirement act for the CIA of 1963, so.
it is accurate. ,

Mr. ITarpy. But it does not affect all of CIA’s employees.

Mr. Benwzrr. But it does not purport to.

Mr. Rrvers. Why don’t you make that consistent, Mr. Blandford ¢

Mr. Bares. e says 1963, I think we are quibbling a little bit.

Mr. Rrvers. T think we may be.

Mr. Bax~Nurr. Just because you have a Central Intelligence Act of
1963 does not mean it has to apply to everything in the whole Agency.

Mr. Rivers. There are some long-term employees that are suffering
and these are the ones we want to be sure of.

Mr. Braxprorp. Why don’t we put the word “restricted” before the
word “retirement” ?

“The Central Intelligence Agency Restricted Retirement Act of
1963,” to have the title at least carry with it the idea that it is restricted
in itg application.

Mr. Harov. I believe something of that kind would be helpful.

Mr. Braxprorp. Would there be any objection to that?

General Cartir. No.

Mr. Warner, No. :

Mr, Rivers. I don’t see any. Wemay be quibbling a little bit. Like
Mr. Bennett said there would be no other. _

Mr, Ben~nwrr. Why don’t you say “for certain employees,” that is
more like it. o
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Mr, Strarron. In other words, this underlining is not intended to
represent all changes? '

Mr. Braxprorp. No.

Mr. Strarron. But just those——-

Mr. Braxororn. Changes in the retirement features that we have
agreed upon, tentatively.

Mr. Warwer. That is correct.

Mr. Rivers. This is our working apparatus to fashion a new retire-
ment bill, principally a retirement bill for the CIA.

Mr. Branprorp. That isit.

Mr, Rivers. The reason it is so imperative, we have so many em-
ployees, with many years, who are affected, and we thought that rather
than get bogged down with a lot of things that do not touch the
thing that is so imperative and so important in the Agency, we would
limit our deliberations to the retirement.

Mr, Benyerr, We want to pass a bill before they retire, too.

Mr. Rivers. We hope to.

Now let’s see if we can go ahead. Does that answer your question?

Mr. Strarron. In other words—yes. :

In other words, for comparison, we begin on page 10 of the printed
text. '

Mr. Braxororp. Just about. Actually you can almost take 7216
and throw it away.

Mr. Rivers. This is just a vehiele we are going to work on here.

Mr. Warner. Actually, Mr. Stratton, if you will recall, once the
subcommittee expressed its will of not dealing with these other ad-
ministrative changes we brought you a new bill at that point, and really
it is from that point that we come to this one. :

That second step is what we worked with before the subcommittee,
in fact.

Mr. Rivers. It may be that we may not take this entire bill that they
have given us without changing one or two sentences; that is con-
ceivable.

Mr. Warwer. We had thought it might be, sir.

Mzr. Rivers., So we may make a few changes.

BI;t this is our vehicle we are going to work with. Where are we
now?

Mr. Warner. Page 2, line 7, the insertion of “for a limited number
of employees.” I think this point has been discussed already.

Beginning at line 11, through line 19, we have put in a section which,
in effect, provides that the decisions or determinations of the director
required under this law would not be subject to judicial review. There
are several reasons for this. The principal one ig security, because
the very people who would be participants in this system would have
engaged in service which would have many security aspects involved
to it and to permit them to take their cases to court would destroy
our security. '

Now there is ample legislative precedent for this; we find it in the
veterans’ benefits sections, we even find it in the civil service system
in part. So I worked with Mr. Blandford on this, and we propose it
for your consideration.

Mr. Harpy. Is this the only way we can avoid the—that we can solve
the problems that you want to solve?
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I frankly am getting more and more

squeamish about giving this

kind of authority to executive agencies—any executive agency.

Mr. Warner. We searched diligently,
how else to accomplish it.

Now, Mr. Blandford, do youhave any ¢

Mr. Branororp. No. What we are g
what we are afraid of, you get some di
future date

Mr. Rivers. The FBI does not have it.

Mzr. Branororp, The FBI does not hg
1>ms that we would have of disclcsure d
take a man who claims that he is entitled
cf certain work he has done, and perhaps
TUnited States and perhaps he has overgl
viork he has done.

It would be harmful to have this sort o
papers, because as soon as it is filed in t
going to happen.

Mr. Harpy. I appreciate the problem h
giving the Director final authority makes
which he already is. I amn not sure that
that direction, not just in this case but som

Mr. Lowe. Is there anything to preve
a magazine article?

Mr. Branprorp. Yes; we have laws th
TWhen a man is employed by the CIA
effect.

Mr. Rivers. He understands all of this.

General Carter. Yes.

r. Hardy. I don’t know

ing to run into, and this is
sgruntled employee at some

ive basically the same prob-
£ what this man did. Let’s
to be included in this because
he has done this work in the
orified, in his own mind, the

f thing disclosed in the news-
he complaint, that is what is

ut, I declare, this business of
him alittle god down there—
we have not gone too far in
e others.

nt such a man from writing

at cover that, very definitely.
he signs a statement to that

Mr. Warner. Yes. It is the price of working for the Agency.

Mr. Braxororn. They are all going in
¢pen that this is an agency that has extr

Mr. Hardy’s point, though, is of cours
¢iscussed. I know what is in Mr, Hardy
to go this far to preserve the integrity?
tion I could see.

Mr. Bex~err. It is the only one I can se

Mr. Haroy. It bothers me. Maybe th
But it bothers me the amount of arbitr
to this Agency.

Mz, Braxprorp. It is there, but the Dij
to decide the fate of these people anyway.

Mr. Huvoprestor. In that instance tha
the Espionage Act would prevent him fra

Mr. Branprorp. I don’t think sc.

Mr. Hupprestox. Filing a suit and
complaint?

Mr. Braxprorn. He could file the suit

that because of that he was being precl
properly and ask permission of the cou
file and I don’t know whether the court,

As a matter of fact, I doubt whether t}
raatter of public record. You have to g
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cated legal shenanigans in order to get the evidence before the court.
without having it part of the public record. That is what bothered us..

Mr. WarnEr. A very difficult problem,

Mr, Rivers. Go ahead.

Mr. Warner. Right, sir,

Page 3, beginning at line 4, this again is a provision which the:
subcommittee spoke to, of permitting a participant who has fulfilled
15 years of service and whose career at the time was adjudged by the:
Director still to be qualifying, that he may elect to remain in.

At some point in his career he knows where he is, ,

Mr. Braxororp. We ought to make it clear because Mr. Hardy would
raise the point here I am sure, that this decision that this man makes
to elect to be continued in this retirement system is inviolate from his:
viewpoint. This is not something that you then turn around to section
201(c) and it can be set-aside by the Director.

Mr. Warxzer. No.

Mr. Branororp. Let’s make that clear in the record, that once this.
man has had 15 years of covered service, this is to protect the man
which is what we discussed, this cannot be offset by section 201(c).

Let’s have that strictly understood.

Mr. Warwer. Yes, absolutely.

Mr. Haroy. That may be understood by us——

Mr. Rivers. This, at that point, then, is a vested right. )

Mr. Bra~ororn. Vested right.  That is what you wanted and this
isthe way we vested it,

Mr. Harpy. This may be understood by us but. I don’t know where
yaou would be if you had = conflict between these two sections, where
the man contended that he was entitled to it because of his vested in-
terest under this section.

Mr. Branprorp, The two would have to be read together, I think.
Here we are vesting in the individual after 15 years of covered service
the right to remain in it.

Mr. Haroy. Under the other section if the Director found other-
wise, it might be contended that he could not go to court to have it
reviewed,

Mr. Br.axprorp. 1 don’t think so at this point because of the way this.
language is written. The other one is a determination and here the:
determination is taken from:

Mr. Warner. It is not the Director’s determination at this point, it..
is the individual’s election.

Mr. Branvrorp, That is right.

Mr. Haroy., Well, the only question in my mind is whether it should
be spelled out that the provision of that 201(¢) is not applicable.

Mr. Branvrorp. We could add, if you wish, “By the agency notwith-
standing the provisions of section 201(c),” if that would clarify it.

Mr. Rvirs. You could do that.

Mr. WarnvEeR. I think we could do that.

Mr. Rivers. Easily.

‘Would that be better ? :

Mr. Haroy. I just would like to be sure that we don’t have a
conflict.

Mr. Rivers. You have to read them together.

Mr. DBranvrorp. All right; notwithstanding the provisions of’
section 201(c).
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Mr. Rivers. They are to be read togeth

Mr. WarnrER. Yes,

Mr. Stratron. Does this mean that tl
something that can then be taken to cout

Mr. Rivers. Oh, no.

Mr. Strarron. 201(c) refers to the
review,

Mr. Branprorn. He could then talke;
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Mr. Rivers. In the system?
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le question of participation is
t; is that what we are saying?

fact that it is not. subject to

to court the question of his

Mr. Harpy. That would be the enly thing.

Mr. Rivers. Yes: that would be the on

Mr. Branprorn., This would in effect
him from electing to participate, if he ele

Mr. Rivers. I think so.

Mr. Warxner. I would like to suggest
on the principle here.

Let’s look at this Janguage. I am vg
language very quickly, because T think |
point, it might conceivably be that this

ly thing. .
prevent the Director stopping
its to participate.

if T might that we only agree
ry concerned about adopting

Mr. Stratton has made a good
notwithstanding” could apply

to the “adjudged by the Director to be qualified.”

This is precisely what we don’t wan{
Hardy’s point, that we don’t want this
Director’s discretion.

Mr. Iarpy. Ithink you are probably—

Mr. Rivers. Well, he is presumed to hg

Mr. Harpy. I think you probably cq
the reference back to 201 (c).

Mr. WARNER. Yes.

Mr. Harpy. I think you probably d
would say that the Director shall not abr:

Mr. Warner. That is the point I wag
-and me work on the language to satisfy y

Mr. Haroy. All right.

Mr. Rrvers. That is right. Because j

Mr. Warner. ITeisin, period.

Mr. Rivers. You can work on that. 'W

Mr. Warner. Line 17 on the same pa
word “who”. It is merely clarifying.

Mr. Rivers. We discussed that.

Mr. Bares. I don’trecall that.

Mr. Rivers. We discussed it at length.

Mr. Bares. I remember we talked aboy

Mr. Rrvers. Can you refresh Mr, Bate

Mr. Branprorp. 1 am trying to think.

Mr. Rivers. Wehad a long discussion

Mr. Warner. Seven or eight pages, tl

“the antecedents were.

Mr. Rivers. Mr. Hardy got into that d

Mr. Haroy. I don’t remember it.

Mr, Braxororn. We wanted to make

Mr. Bates. There is no need——
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Mr. Branororp. I think what we had in mind was that we did not
want to permit—in other words, we did not want a woman, where
there wasn’t a marriage, to participate and we wanted to make sure
that the widow referred back toa marriage.

Mr. Warner. Yes.

Mr. Barus. What you have done then in 15 and 16 you talked about
a marriage.

Mr. Braxororp. But the “who” refers back to the widow.

Mr, Bares. It says “or.” _

Mr. Braxprorp. “Or who.” The “who” is the widow.

Mzr. Bares. Tt still has to be a marriage which was consummated 2
years before this.

Mr. Branprorp. No. Because widow means the surviving wife of
a participant, married to such participant for at least 2 years.

Mr. Bares. It says “such marriage,” which refers back to 2 years
before,

Mr. Brawprorp. The question was without the word “who,”
whether the words “or is the issuc by such marriage.”

Mr. Warxzgr. Other than a wife?

Mr. Branprorp. The antecedent is still the participant,

Mr. Barus. Tdon’t see any need for it at all.

. Mr. Bexyerr. T don’t think we change anything when we put that
in. ‘

Mr. Bates. Strike the whole line.

Mr. Bexnnerr. Why strike the whole line ?

Mz, Bares. It doesnotmean a thing. ‘What does it mean ?

Mr. BewnNerr. What does it mean? Tt means—let's look at it
grammatically.

“Widow” means the surviving wife of a participant who was mar-
ried to such participant for at least 2 years immediately preceding
his——

Mr. Rivers. 'We ought to strike that out.

Mv. Bewymrr, “Or is the mother”’——

Mr. Warnnr. “—of issue by such marriage,”

In other words, in less than a 2-year period.

Mr. Ben~urr. That is correct. :

Mr. Bares. Wait a moment. That is my point. You talk about
a marriage which precedes the death by 2 years,

Mr. Lone. But if she is a mother it could be less than 2 years,

Mr. Barus. But it says “such marriage.” “Such marriage” refers
back to the situation on 15 and 16, 1t says

Mr. Rivers. You fellows are getting into sentence construction
now,

Mzr. Bares. No.

Mr. Rivers. T thought I left those th ings.

Mr. Barrs. When you are talking about “such marriage” you must
be referring to the marriage which was consurmated 2 years before
the death.

Mr. Rivers. Mr. Bland ford, you are the counsel; what is your sug-
gestion ?

Me. Branproro. I had forgotten frankly what the issue was about.
But it scemed to me that the question was something dealing with
whe:tiher a person could qualify here who has no relationship to being
a widow.
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Mr. Bates. I thought I was the only
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his bill reported cut some time

thing on line 20.

his was a problem we discussed
on of a beneficiary and the sub-

provisions were a little more

ving insurable interest in the beneficiary.

er that.

vicked up, beginning at line 12

ne ?

that one.

al” to read “medical” so that it

lude other than purely physical

erlined in my boolc?

2 on page7?
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Mr. Warner. Twenty-two, the word “medical” is substituted for the
word “physical,” and in the title, too.

Mr. Rivers. We are doing pretty well now.

Mr. Warner. Page 12 beginning with line 18, the proviso, “volun-
tary retirement” shall have had not less than 5 years of service with the
agency. . . .

Now again this was discussed by the subcommittee and I believe this
is consistent.

Mr. Rivers. That is vight. That is where you took these people out
of industry who had these great records but he had to be there 5
years——

Mr. Warner. That isright, sir.

Page 13, beginning at line 14, a proviso that has been added, that in
order to get the benefits of section 221, the involuntary retirement, they
should have not less than 5 years of qualifying service and a total of
10 years of service. This was the subcommittee’s suggestion and just
to make it abundantly clear we have continued on, that in the event
‘the does not have these minimum periods of service

Mr. Rivers. It has to be at least a GS—183.

Mr. Brawororp. Let me go back, Mr. Warner, one moment to
Page 12,

Mr. WARNER. Yes,

Mr. Branororn. Did you want to have this not less than 5 years of
service with the agency or b years of covered service?

Mr. Towa. You are using “covered” in the same sense as “guali-
fying.”

Mr. Brawprorp. Qualifying service.

In other words, the type of service that this is aimed at.

Mr. WarNer. The record shows as I recall “service with the agency.”

Mr. Haroy. You have already got a requirement that he have 20
years’ service.

Mr. Branororp. Let me give an example. :

A man works in the Post Office for 15 years. He transfers to the
‘CIA, and he serves with the CTA for 4 years and 11 months. e then
.goes into covered employment.

Can he then retire under this special provision becanse he served for
-2 month in covered service?

And he can under that language.

TIs that what you want ?

Mr, Haroy. No, I don’t think so.

General Carrur., If the Director qualifies him. This would be at
‘the discretion of the Director under this language and T cannot con-
«ceive of a Director so qualifying.

Mr. Branororp. My recollection is we were talking about covered
‘service.

Mx. HoustoN. That was in connection with the covered service, On
this one, T am not. saying we cannot change it, but the discussion went
to & years’ service with the Agency. I think Mr. Hardy was raising
the point of someone coming over and having 1 year’s service and all
the rest of it in Post Office and so forth, and we put him in covered
‘service, so we agreed to say 5 years’ service with the Ageney,

Mr. Brawororn. T would feel better for the purposes of explaining
this bill to the full committee if we used the same language, pro-
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v:ided he has not less than 5 years of qu

1lifying service, and by the

word “qualifying” service, we mean of thig type ot service.

Mr. Rivers. You mean service?
Mr. ITagpy. I think that would impr

a<e going to retire these people on 20 yeax
have to have something to tie this thing d

That is an awful young retirement age.

Mr. Bares. FBI has it now.

Mr. Rivers. The FBI does it.
o it.

Mr. Harpy. But we are talking here
nost of their service in another agency.

Mr. Branororp. This is quahfying s
ment.

Now when you get to involuntary reti

getting into a different situation.

But here it is the man’s own election.
man, that we add the word “qualifying”
1 ne 24 at page 12.

Mr. Harpy. I believe we should too.

Mr. Rivers. Let’s hear from General Cg

What about that?
General Carrer. I don’t see any prac
iz is a limitation on the director’s discret
¢. man is not per se qualified to be a pax
he has had 5 years of this service. [t mig
Mr. Rivers. Now these people are not
¢bout, his nerves, he would not be comple
are not exactly like the I'BI, these peoj
down the pike and never disclose their ide
We have got to be in sympathy with t
good men.

Mr. Harpy

Mr. Rivers.

Mr. ITarpY

tires.

Mr. Rivers. ITe may want to.

Mr. ITarpy. If he is involuntarily sej
other provisions.

Mr. Rivers. No, I am talking about 2
~he Agency.

Do you see what I am talking about
~hese possibilities.

This is the first time we have writte
wnd we want to comprehend exactly whe
[ am thinking about.

Mr. Blandford, you can straighten me

Mr. Branororp, I see your pcint, M

. We are not talking abou
We arc talking about this g
. But we are talking about

I can see General Carter’s point that the Director is not

approve anybody for retirement who h
service.

But T am also recalling the coaversa
going to be explained on the floor ot

They 1

ve it, actually. When you
s at age 50, you are going to-
OWn.

hade a very compelling case
hbout people who have had
\rvice for voluntary retive-
ement for disability you are

T would suggest, Mx. Chair-
before the word “service” on

wrter.

tical objection, sir, although.
ton. I should point out that
ticipant here purely because
1t take 15 years.

—that is what T am talking’
tely disabled. These people
le take anything that comes
1tity.

he CIA or we cannot get you

the involuntary vetirement.
years here.

the man who voluntarily re-
arated he comes under these
) years, and the 5 years with

You had better explore all

1 anything like this for yomu,.
. we are doing. That is what

out.
Ir. Chairman, and of course

going to
as only 6 months of covered

tion we had here that this is
the ITouse to people who are
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going to raise questions about who are going to get these benefits and
then maybe somebody is going to pose one of these questions “Would
it be possible for somebody to serve for as little as 6 months and
qualify ?”

And the answer is “Yes.”

Mr. Rivers. We have got to be sold on this bill, T am talking about
this committee, because a lot of people are skeptical of the CIA, I
am telling you,

Mr. ILiroy. Under the terms of this section, as it is drawn, as T
read it, the Dircetor’s consent does not seem to be too important, in
this kind of a situation.

This is a voluntary action. Of course the thing does say “on his
own application and with the consent of the Director,” but, I don’t
know what the Director’s consent means in this kind of a situation.

Mr. Rivers. Can_anybody refire without the Director’s consent ?

Mr. Branprorp. 1t is the same as the Secretary of the Army, for
20-year retirement.in the Army.

In other words, a man applies for retirement in the Army after 20
years of service and the Secretary of the Army says, “I am sorry.”

Mr. Rivars. There isn’t any right.

Mr. Branprorn. There isn’t any right.

Mr. Barrs. Same on 30 years.

Mr. Brawprorp. That is right.

Mr. Bates. First right you have is at 40 years. :

Mr. Rivers. The only man who has a right to retire is one with 40
years,

Can anybody retire without the consent of the Director, voluntarily ?

Mr. Braxororp. Under civil service.

General Cartrr. Under civil service at age 62 with 5 years of service,
or at 60 with 30 years of service. I do not think the Director is in a
position to override his request.

Mr. Rivers. What about in this act ?

Greneral CarTir. Yes, sir, in this one he can.

Mr, Rivers. He can retire?

General Cartrr. The Director can override his request.

Mr. Rrvirs. e must approve it.

General Carrer. Yes, sir. ,

Mr. Br.anororp. No, he doesn’t have to approve it, he has the dis-
creation to approve it or not, as he sees fit.

Mr. Rivers. That is what weare talking about.

General Carter. Discretion.

Mr. Rrvers He must have his consent before he can retire,

Mr. Braxprorp. That is right.

Mr. Rivers. So I think that we should leave it this way.

Mr. BennerT. You say there is a practical difficulty about pro-
viding that he has not less than 5 years of service in the system, you
say that is a practical difficulty.

Mr, WaRNER. Yes, there would be,

Mr. Bennerr. What is that practical difficulty ?

Mr. Warner. Well, you phrased it actually a little differently than
we were phrasing it before. You said 5 years in the system which
is-a little different than 5 years of qualifying service. Five years in

99-066—63—No. 26———10
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the system would be definitely a problem because you might not have

put him in the syster,

3o that would be & larger problem than e
service.

Mr. Rivers. I believe so.

Mr. Warner. Now with regard to the qu
ingr service, you may have a man who per
under most unusual conditions but. meet
only to have had 4 years of qualifying sery
is really worthwhile,

So it is a question of whether you are go
this one.
- Mr. Rovers. I don’t know that we can do that.

Mr. Branprorp. Of course you could have a situation in here to
justify the bill as written where a man had served say, as a reserve
oflicer for say 16 years and then was RIF’d, in a reduction in force,
goes to work for CTA. Then gets into covered service for 2 years or
say 4 years, is not physically disabled, but his usefulness to the CTA
is practically gone and in the interest of [the CTA they more or less
urge him to apply for retirement.

But to give him the privilege of applying for retirement and then
this man only has 4 years of qualifying service, he has a total of 20
years service, 4 years of covered service, fwe would at least preclude
him and perhaps preclude him for the remainder of his career from
applying for voluntary retirement at age 50, even though: (a) his
neefulness is gone; (H) he might be in a physical condition that would
net justify disability retirement bat actually for the purposes for
wich he had been trained and employed he was of no further use to
the CIA.

T can visualize that situation happeniy
man who has come back from a place wh
to be retired for disability but he is of no

This is a situation that could work an
years of qualifying service, because thism
qualifying service, assuming the Director
of the law.

Mr. Haroy. Let’s leave it “service with

Mr. Branororp. All right.

Mr. Rivers. Let’s go.

Mr. Bates. How are we going to leave itf .

Mr. Rivers. Just like it 1s.

Mr. Bexyerr. Like it is.

Mr. WarnEer. The next one is on page
go into it again, unless someone wishes to.

I have touched on that.

Mr. Branprorp. Let me get in the recor
situation now, where we get into the man that has less than 20 years of -
service. Here we are being much tougher. We are saying if you are
going to retire these people, and have them|draw an immediate annuity,

-en the 5 years of qualifying

estion of 5 years of qualify-
formed outstanding service
s all criteria but happens
ice or 8 years, but mayge it

ing to limit the Director on

g. Take, for example, the
erc he is not actually going
further use to the CIA.

injustice, if you require 5
an may never get 5 years of
followed the law, the intent

the agency,” Mr. Chairman.

13, I don’t think we need to

1 here that thisis a different

they are going to have to have at least 5 ;

10 yeats of service with the Agency, so

coming in from the outside, going to work

o qualifying service, and then drawing a
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years of covered service and
that we don’t have people
for 2, 8, 5 years, then a year -

n annuity.
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This is the tough provision. ' i

Mr. Kircore. Let me raise a question back on page 12. Would it
be consistent with our intent and desire of the Agency if our report
makes reference to this language and said this is not. intended to pro-
vide for retirement for the convenience of the person involved ¢

Mr. Rivers. You could.

Mr. WarnEr. You could.

Mr. Braxororp. We could say it, but actually it is not for the con-
venience of the person. Let’s put it this way: I can visualize this
provision being used for the convenience of the individual, but I can
visualize it being used more often for the convenience of the CIA,
where they tell the man that, “Look, you can retire voluntarily if you
want because you are now covered under this law and you can draw
an immediate annuity, or we can involuntarily separate you with a
deferred annuity, which do you want?”’

There is not going to be much question about what the man is going
to take. So from the viewpoint of the individual T would say that
there are going to be a lot of people who are going to retire voluntarily,
which would presumably indicate it is for their own convenience, but
in most of the cases it will be for the convenience of the CIA.

- Mr. Kieore., That is what I presumed from the discussion was its
basic intent. I don’t know whether there is any way to further
clarify the intent of both the Agency and the committee.

Mr. Warner. I would assume this, that with the consent of the
Director, if we urgently needed this man’s services we are not going
to (ltlonse:nt- to his retirement. So in a sense it is mutual convenience,
really.

Mr. Braxprorp. That, is really what it is, mutual convenience,

Mr, Rivers. That is it.

Mr. Kincore, ATl T was looking toward is preventing a situation
from arising which is a problem to you as well as a policy problem to
the Congress and that is, that provision becoming in the eyes of every-
body concerned more and more of a vested right over the years, be-
cause these things do happen.

Mr. WARNER. Yes.

Myr. Kreore. So that it amounts to a loss of personnel to you.

Mr. Rivers. T see what you are talking about. You start your
precedent and it will keep on snowballing.

Mr. Warner, T think it reflects mutual convenience,

Mr. Tuobreston. Tlave you some better language than “to pro-
mote the efficiency of the Agency”? That sounds like n man ought to
be fired rather fhan retived, if he is being retived to promote the
efficiency of the Agency.

I wonder if we can’t use some language that wouldn’t be such a
stigma on the man who is retired ?

Mr. Warnzr. Well, of course, this embraces most evervthing, Mr.
Huddleston, reduction in overall age brackets, the hump problem,
surplus skills.

Mr. Braxprorp. Perhaps Mr. Huddleston has a very good point.
Why do we need any language?  Why don’t we say “the Director may

- in 'hii ?discretion retire participants in grade §S~14 and above,”
period ? :

Mr. Warner. That ig agreeable,

Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9



Approved For Release 2002/03/20 : CIA-
5930

Mr. Bex~ert. That is good.
Mr. HeoprrsTon, Yes.
Mr. Branororp. That would solve it.

Mr. Rivees. No use tagging something

get loose from.
Good point, Mr. JTuddleston.

Mr. ITuppresTon. I occasionally come ¢

on the fellow that he can’t

1p with a good point.

Mr. Rivers. Not infrequently, Mr. ITuddleston, not infrequently.

Mr. Brawororn. I want to settle one th
o1t above, “to promote the efficiency of the
take it out or if we leave it in we will have

Mr. Hooprestoxn. I think it ought to coy

Mr. Rivers. Make it consistent.
Mr. War~Er. Both places.

Mr. Brawororp. That is all T want to kn
Mr. Warner. This brings us up to wh

and brings us down to section 235.
Mr. Rivers. Where is that ?
Mr, Warngr. On page 15, “Mandatory

Mr. Rivers. Now, Mr. Blandford, you t
Mr. Braxprorp. I think what we ough

rian, is just the explanation. We all hav
Mr. Rivers. Do we go back now?

Mr. Branororp. Go back to the printe

Mr. Rivers. What page is that ?
General Cartrr. Page 13 of tab 8.
Mr. Braxprorp. Here is a mandatory
65 to GS-18 and above, except I think
service laws, that if the Director wants t
Mr. Warwer. For another 5 years.
Mr. Braxororp. That is right. Age
for those below the grade of GS-18.

Mr. Rivers. In other words, his man;

certificated by the Director that it isin th

Mr. WarnEr. That is right. Then it

Mr. Bexxerr. I don’t want to confuse
‘why we say “not to exceed 5 years.” S
able. I can see as you approach the possi
“e a good idea to have a short term.

Mr. Rivers. There are two reasons.
wnd the hopes of the fellows down below
an forever, that there is always a possibj
“ime the fellow has to getout. Same way

Mr. Bennerr. That is a good argumen

Mr. Rivirs. We have a lot of people |
fellows who are passed over at 52, there

Mr. Lowe. What about Congressmen 2

Mr. Benwerr. It is not identical to tl
can extend anybody regardless of age.

Mr. WarnEr. This is more consister
They have the same.

Mr. Branprorp. Actually 64 is the n

Mr. Bennerr. You ean call people bag
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ing. Because if you take it
Agency,” we either ought to
to explain why we left it in.
ne out.

ow.
ere we were, Mr. Chairman,

Retirement Age.”

nke over.

t to turn to now, Mr. Chair-
e an explanation in here,

1 explanation of section 235.

retirement provision at age
this is similar to most civil
continue him, he can.

60 is compulsory retirement

latory age is 65 unless it is
> public interest ?

an go no longer than 5 years.
matters, but I always wonder
bme people are 90 and pretty
lity of senility that it would

It cuts down the aspirations
that you couldn’t keep a man
lity of his going in, and some
in the military.

t.
n the military. I know these
are plenty of them
nd chairmen?

he military because there you

it with the Foreign Service.

raximum age in the military.

k..
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Mr. Braxprorp. You can call a retired officer back in rare instances
or pass special laws for people such as General MacArthur. But by
and large, you have a maximum of 64.

Mr. Rivers. What is the next part, Mr. Blandford ¢

Mr. Branororn. Section 241, “Disposition of Contributions and In-
terest in Iixcess of Benefits Received.” This is strictly a bookkeeping
operation which I don’t pretend to understand.

Mr. Warnzr. The essence of this is if the benefits which have been
paid to the retired annuitant, to his beneficiaries, if any, do not take
all the funds in his account, when the annuity ceased, then those funds
in excess of contributions are refunded. This is a standard provision
so that the Government doesn’t make money on a man’s retirement
account.

Mr. Bares. They are refunded to the beneficiaries?

q Mr. Wagrner. That is right, and they are stated in order of prece-
ence.

Mr. Bates, Isthere any interest on that at all?

Mr, WarNER, Four percent compounded annually.

Mr. Barrs. As of what date?

Mr. WarNEr. As of December 31.

Mr. Bares. No. If the benefits cease and he hasn’t received every-
thing he has put in

Mr. Warner. If the annuities ceage ?

Mr. Bates. Right. Now say he died today and then the family is
going to get the lump sum, when does the interest take effect?

Mr. WarNER. The interest hag been running all the years that he
has been making contributions.

Mr. Bares. The unpaid amount since the

Mr. Warner, No, all of the years that he has been making con-
tributions the interest is computed annually and compounded.

Mr. Batrs. T see.

Mr. WARNER. During the whole period since he started making
contributions.

Mr. Barrs. All right.

Mr. Riviers. Are you satisfied ?

Mr. Bates. Yes.

Mr. Branororn. Section 251. This is the section dealing with the
computation of length of service for periods of service for annuities.

I assume this is just standard language?

Mr. Warner. This is standard language, fundamentally the same as
Foreign Service and civil service.

Mr. BraNororp. Tt is identical aparently with Foreign Service.

Mr. WarNEr. Identical, yes.

M. Rivers. Prior service same way ?

Mr. Warner. Prior service, yes.

Mr. Br.anprorp, We will get to that in a moment. They are talking
about separation.

Mr. Bares. Where are you?

Mr, Rivers. Page 17.

General Carter. Part F on page 15 is the one we have just covered.

Mr. Haroy. Page 17 in this book,

Mr. Rrvers. Tle is talking about the explanation. The explanation
ison15at tab 8.
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Mr. Braxproxp. There is one thing in there that I am sure you can
explain, but we ought to haveitin the record.

Section 251 says that the period of seryice of a participant should
b computed from the date he becomes participant under the pro-
visions of this act and he can’t possibly become a participant under the
provisions of this act until it becomes an a¢t.

Then we get to the next section 252, where we count the service.
Thoes section 252 cover, is it all-inclusive gnough to provide for retro-
active application of any prior service, including—and this is what I
am getting at—our qualifying service requirement ?

Mr. WarnEr. Yes, I think it is.

Mr. Braxprorn. Let’s make it clear for the record. The point T am
cetting at is we want to make sure that in crediting prior service we
are crediting prior service for qualifying gervice.

Mr. WARNER. Yes.
o 12{1‘2 Braxprorn. As distinguished fromn just prior service with the
) JI H

Mr. WARNER., Yes.

Mr, Branproxp. We don’t want to find these people who have al-
ready had 5 years out in the field having to wait another 5.

Is everybody convinced that this language covers this?

Mr. Warxer. I think it does.

Mr. Haroy. Tell me again how that works.

Mr. Rivers. You had better get that straight for the record.

Mr. Braxororn. Thatis the reason I raised it.

Mr. Warxrr. That is a good poiat.

Mr. Branororp. If you are satisfied that it does that, fine. But the

way section 252 reads I am not sure that it does. That is the reason
[ raised it.
Mr. Rrvees. T think it does.
Mr. Haroy. Where does it doit?
Mr. Branprorn. It doesn’t specifically, that is the only thing that
bothers me. I think as long as we undetistand what we are doing here,
this is our intent.

You are talking about a participant. | A participant is the only one
who would qualify under this retirement system. When we talk about
him, we say he may ineclude in his period of service, certain prior
service.

Now this participant may have both types of service, qualifying and
nonqualifying, and T want to make syre that any prior qualifying
service will count and T am not sure the language says that.

Mr. Haroy. Well, are you sure that the imguage doesn’t say that
prior service will count as qualifying ¢

Mr. Branororn. Well, that is something else. T hadn’t thought. of
that, that this could be interpreted to be qualifying service without it
being designated as qualifying service, but certainly that is not. the
intent.

Mr. Rivirs. It doesn’t say either of them, as a matter of fact.

Mr. Braxororp. That is the only thing T am raising. 1 just want
to make sure that we get it covered.

Mr. Warner, I see your point, Mr. Blandford. It is certainly not
explicit here.

Mr. Branprorp. No.

Mr. Warner. 1 believe it is implicit.
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Mr. Braxproro. The only thing I am trying to do is to be helpful
‘to somebody, to the GAQO or somebody, that what we mean here is that
this prior service counts and this would be prior qualifying service as
determined by the Director.

Mr. Warner. Right.

Mr. Rivers. That would be in the interpretation of the act, the
intent of the Congress would be read in what he just got through
saying.

Mr. Buanprorp. Yes, this would be all that would be needed.

Mr. Harpy. Wherein would you have prior service?

Mr. Branproen. Section 252,

Mr. Harpy. Wait a minute. I know that. I mean wherein would a
man have prior service which would be probably determined to be
qualifying service?

Mr. Branororp. This is going to be completely up to the dis-
cretion of the Director as it will in the future and for the past.

Mr. Harpy. I have a little trouble seeing why we should give the
Director authority to take any prior service with any other agency
and say he qualifies

Mr. Branororn. No, that is not the intent. We don’t mean that.

Mr. Harpy. I want to be sure.

General CarTer. Yes, sir.

Mr. WarNER. Yes.

Mr. Haroy. I don’t believe you have that problem, when they are
actually CIA employees.

Mr. WARNER. Yes.

Mr. Haroy. In that particular time this is the very service which
is qualifying.

Mr. Braxororp. That is right.

Mr. Rivers. That is exactly right.

Mr. Harpy. Then that is not a problem here. ,

The other side of this question though is, and I think it ought to be
clear, that employment in another agency not directly under CTA
should not under any circumstances be determined to be qualifying.

Mr, War~gr., Of course we had no such intent.

Mr. Bares. No.

Mr. Harpy. I think we want to be sure.

Mz, Rivers. Not necessarily. It may, though.

Mr. Bares. No,not at all.

Mr. Haroy. It ought not to be under any circumstances.

Mr. Rivers. What about the F'BI?

Mr. Warner. That is not qualifying service.

Mr. Harpy. Ie is not qualifying for this retirement system under
CIA. .

Mr. Braxprorp. I would like to raise a question here on subsection
(e) which deals with crediting of military service. I would like to get
a good clear explanation on this,

General Carrir. Yes,

Mr, WARNTR. Yes. , A

Mr. Braxororp. For practical purposes, and I think this is true of
civil service and obviously true of Foreign Service, all prior military
service counts for CIA service and for all other service but there could
be a situation in which an officer had been retired for combat wounds
and he, because he is not counting his years of service, and I presume
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this is the way it would be interpreted,
service—this 1s the point I am getting at
understand it better than anyone else
it I know—if he retires for disability
in determining his retirement pay, th
of military service toward his CIA re
What happens if you have the case o
using your language, it is a service-cof

he is not counting his years of
, General, and I think you will
because you are familiar with
nd uses his percentage factor
en. you could count his years
irement.

d a man retired for disability,
hnected disability incurred in
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combat but it is only, say, a 20-parcent
of serviee as a multiplier, can he then {
retirement ?

Mzr. Woopyear. e cannot

Mr. Braxprorp. Let’s get that.

General Carrrr. Tell us what the Foz

Mr. Woopyrar. In the Foreign Ser
military service precludes the applicatiot
Service computation of annuity.

Mr. Brawprorp. Do you get into any
to longevity ?

Mr. Woopyear. Longevity with respe

Mr. Branprorn, We have had this ¢
where a person who retires for disabil
service during World War IT if those s3
determining his multiplier.

Then we get into the next question tt
base his disability retirement on his i
those increments took place during Wor
military service for pay purposes?

Are you with me so far?

General CarrEr. Yes.

Mr. Branororn. Does anybody know

Mr, Warxer. No, I don’t.

Mr. Rivers. You are the only perso
your questions, .

Mr. Warner. The social security aj
Civil Service Retirement Act.

Mr. Braxororo. I think, I just want t
is here, if I may explain what T hope our

Let me put this in the record: We dq
or increments of pay. They are not cons
tion contained in this provision. A md

may count his military serviee for retire

A man who is drawing retivemerit pay
service may not count any of his prior mi
of his retirement under the CTA, except {

disability so he uses his years

vet, double credit for that, for

eign Service Act is.

yice, any benefit received for
1 of that credit toward Foreign

kind of a catch when it comes

t to what ¢

pme up under social security,
ity cannot count his years of
me years of service were used

1at comes up, which is if they
crements of pay, and one of
Id War I, is he counting his

he answer to that ?
n I know who could answer
pplication is only under the

» malke it clear what our intent
ntent is.

p not deal here with longevity
idered to be a part of a limita-
n with prior military service
ment purposes under this act.
on account of that length of
litary service for the purposes
hat a man retired for combat-

incurred disability who uses his percentage of disability as a multi-

plier may use his prior military sarvice
ment, and we do not consider that a

retirement pay which is based upon incr

apon longevity, detracts from his right
retirement purposes.

Mr. Bexnerr. I am certainly glad
-ntention.,

Mz, Rivers. I think you made that m

in computing his CTA retire-
ny portion of his disability
ments in pay, which are based
to count, this service for CTA

you explained so well our

tiplier very clear.
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My, BLanprorp. Yes. . . .

Mr. Branprorp. You can get into a problem, once in a while, with
this matter because somebody who is looking to dot the “i’s” and cross
the “t’s” says, “Well, the only time you can count your military service
is if you haven’t used it in any way for retirement purposes.”

Well, with increments in pay, which are based upon length of serv-
ice, the only way you could avoid such an interpretation is to go back
to the entering pay.

Are you with me on that?

Mr. Rivers. Yes.

Mr. K1rcorn. Yes. '

- Mr. Braxprorp. You go to the entering pay in order to determine
that. :

Now I am only anticipating what somebody may raise some day in
the future. I think they would be a little silly if they did, but I want
‘to make it clear this is not our intent here.

Mr. Rivers. All right. We are going to try to finish this today.
Where are we?

Mr. Branproro. 255, “Credit for service while on military leave.”

Leaves of absence do not require a participant to contribute to the
fund.

This is standard.

Mr. Harpy. That is all right.

Mr. Rivers. T think General Carter is the authority on this.

Mr. Branororo. Actually, General Carter is being paid by the De-
partment of Defense, if I understand it correctly.

General Carrer. Yes, sir.

Mr. Branprorp. I don’t believe on a reimbursable basis eicher.

General Carrer. No, sir. It is reimbursed to the Department of
Defense by the Agency.

Mr. Br.axnrorn. In other words, you are not on leave in any sense
of the word ?

General Carter. No, sir,

Mr. Braxprorp. Thisis a full-time assignment.

General CartERr, Yes, gir.

Mr. Branprorp. Now the “Estimate of appropriations needed.”

This is stated language so they will know what it is going to cost.
It is my understanding that this bill will cost the Government, in addi-
tion to the contribution of six and a half percent by the individual
about $500,000 a year.

Now let’s also understand that if the Government increases the
annuities to survivors without any further contribution, and all that
sort of thing, that this will require additional appropriations.

Nothing comes free. I think we all know that the civil service retire-
ment fund is, at this point, $34 billion in the red.

But it is going to require annual appropriations, and I don’t know
where you get the appropriation from, or how you are going to handle
it.

How do youhandle that; do you want to say ?

General Carrrr. We defend our appropriations.

Mr. Branprorp. Do you get the appropriation for this?

General Carrer. We will.

Mr. Branprorn. You will haveto?

General Carrer. We will get this.
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Mr. Rivers. You go before the-——

Mr. Warngr. Before a special co mittec of the Appropriations
Committee, a five-man subcommittee hdaded by Mr. Cannon.

Mr. Branororp. “Investment of mo
language.
“Attachment of moneys” is standard

peys in the fund,” is standard
i

lganguage.

“Retired participants reinstated or reemployed;” this is standard

language as to what happens to his retir

ment Income.

And then, of course, this requires him to make contributions.

Mr. Rivers. “Reemployment” is stand

“Reemployment compensation® ; isth

Mr. Braxprorp. Foreign Service.

Mr, Warnrr. It is standard for Fore
ard in the civil service.

Mr. Rivers. It isstandard for Foreig

Mr. WarnEr. Yes, sir.

1\211'. Haroy. Does this avoid applicat
act

Mr. WarNer. Yes, it

My, Braxpororn. Wait a minute.

Mr. Warner. It results in a little diffe

Mr. Rivers. Let me tell you how it
take General Carter

lard.
at standard ¢

ign Service but it is not stand-

n Service?

ion of the dual compensation

rent treatment.
does, If they get somebody,

Mr. Hawoy. This bothers me a little bit here.

Mr. Branororp. No, General Carter
ent situation.

Mz, ITarDY. Yes, because heis on activ
Mr. Branprorp. Take Mr. Warner.
CIA, and he then is appointed to anoth

Mr. Harpy., Ie can draw his retired p

Mr. Branprorp. He can draw both, a
violation of the 1894 dual employment st

Mr. Harpy. That is right.

Mr. Warnzer. That is not entirely cor
cause the actual situation is that a reen
would be permitted to draw the salary
appointed and to draw so much of his
bring his total salary for the year to th
Agency.

Mr. Harpy. Yes; that ties it back dg
now.

Mr. Braxororp. All right.

Mr. Harpy. That isall right.

Mr. Rivers. “Voluntary contributions.

Mr. Warner. This is completely stand
Mr. Rivers. The only fellow who is
studying is the subcommittee chairman
have Mr. Bates on my left.
Mr. Warner. We will be glad to help y
Mr. Rivirs. We can take care of it.
Thank you very much.

(Whereupon, at 11:59 a.m., the subeg

Jject to call of the Chair.)

vould be in an entirely differ-

e duty.

Mr. Warner retires from the
er position and—-—

ny and active pay.

nd this would otherwise be in
tute.

rect; you have to read 273 be-
ployed officer, under this act,
of tﬁe position to which he is
annuity, if any, which would
¢ last salary he held with the

wn just exactly the way it is

»

ard.

gzoing to have to do a lot of
; I can tell you that. But I

ou.

mmittee was adjourned, sub-
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